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Mission of the Service

The purpose of the Internal Revenue Service is to collect
the proper amount of tax revenue at the least cost; serve
the public by continually improving the quality of our prod-

Statement of Principles
of Internal Revenue
Tax Administration

The function of the Internal Revenue Service is to adminis-
ter the Internal Revenue Code. Tax policy for raising revenue
is determined by Congress.

With this in mind, it is the duty of the Service to carry out that
policy by correctly applying the laws enacted by Congress;
to determine the reasonable meaning of various Code provi-
sions in light of the Congressional purpose in enacting them;
and to perform this work in a fair and impartial manner, with
neither a government nor a taxpayer point of view.

At the heart of administration is interpretation of the Code. It
is the responsibility of each person in the Service, charged
with the duty of interpreting the law, to try to find the true
meaning of the statutory provision and not to adopt a
strained construction in the belief that he or she is “protect-
ing the revenue.” The revenue is properly protected only
when we ascertain and apply the true meaning of the statute.

ucts and services; and perform in a manner warranting
the highest degree of public confidence in our integrity, effi-
ciency, and fairness.

The Service also has the responsibility of applying and
administering the law in a reasonable, practical manner.
Issues should only be raised by examining officers when
they have merit, never arbitrarily or for trading purposes.
At the same time, the examining officer should never hesi-
tate to raise a meritorious issue. It is also important that
care be exercised not to raise an issue or to ask a court to
adopt a position inconsistent with an established Service
position.

Administration should be both reasonable and vigorous. It
should be conducted with as little delay as possible and
with great courtesy and considerateness. It should never
try to overreach, and should be reasonable within the
bounds of law and sound administration. It should, howev-
er, be vigorous in requiring compliance with law and it
should be relentless in its attack on unreal tax devices and
fraud.



Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents of a permanent nature are consoli-
dated semiannually into Cumulative Bulletins, which are sold
on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part .—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation and Related
Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury's Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.

With the exception of the Notice of Proposed Rulemaking
and the disbarment and suspension list included in this part,
none of these announcements are consolidated in the Cumu-
lative Bulletins.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.



Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 472.—Last-in, First-out Rev. Rul. 98-51 The Department Store Inventory Price
Inventories The following Department Store mven_lnde_xes are prepared_ on a national basis
tory Price Indexes for August 1998 werénd include (a) 23 major groups of depart-
issued by the Bureau of Labor Statisticd"€nts, (b) three special combinations of
The indexes are accepted by the Internl€ Major groups - soft goods, durable
LIFO; price indexes; department Revenue Service, under § 1.472-1(k) d#00ds, and miscellaneous goods, and (c) a
stores.The August 1998 Bureau of Laborthe Income Tax Regulations and ReyStore total, which covers all departments,
Statistics price indexes are accepted fd?roc. 86-46, 1986-2 C.B. 739, for approlncluding some not listed separately, ex-
use by department stores employing theriate application to inventories of departc€Pt for the following: candy, food,
retail inventory and last-in, first-out in- ment stores employing the retail inventor}iduor, tobacco, and contract departments.
ventory methods for valuing inventoriesand last-in, first-out inventory methods
for tax years ended on, or with referencéor tax years ended on, or with reference
to, August 31, 1998. to, August 31, 1998.

26 CFR 1.472-1: Last-in, first-out inventories.

BUREAU OF LABOR STATISTICS, DEPARTMENT STORE
INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS
(January 1941 = 100, unless otherwise noted)

Percent Change

Aug. Aug. from Aug. 1997
Groups 1997 1998 to Aug. 1998
1. Piece Goods .. ...t 509.3 555.1 9.0
2. Domestics and Draperies .. .............. ... 652.8 630.9 -34
3. Women’s and Children’s Shoes .................. 644.1 656.2 1.9
4. Men'sShoes . ........... . i 895.6 910.5 1.7
5. Infants’"Wear . ....... . ... 621.2 616.2 -0.8
6. Women'sUnderwear .......................... 548.8 579.1 55
7. Women'sHosiery . . ... 301.6 306.5 1.6
8. Women’s and Girls’Accessories ................. 539.7 548.8 1.7
9. Women’s Outerwear and Girls'"Wear ............. 397.4 399.0 0.4
10. Men'sClothing . ........ ... .. 621.2 621.0 0.0
11. Men’s Furnishings . .......... ... .. . ... ... . ..., 584.8 594.0 1.6
12. Boys' Clothing and Furnishings . ................ 492.2 498.8 1.3
13, JeWelry ..o 1008.6 981.9 -2.6
14. NOLIONS ... 793.8 767.8 -3.3
15. ToiletArticlesand Drugs . ..., 904.7 940.7 4.0
16. Furnitureand Bedding . ........................ 661.0 679.6 2.8
17. Floor Coverings .. ... 598.8 601.8 0.5
18. Housewares . ........c..iii i 806.1 809.9 0.5
19. MajorAppliances . . ... .. . 242.8 238.0 -2.0
20. Radioand Television ........... ... ... ......... 75.4 71.4 -5.3
21. Recreation and Educatfon .. .................. 110.1 103.5 -6.0
22. Home Improvemems. . ....................... 132.3 131.1 -0.9
23. AUtO ACCESSONBS. . . .\t eeeeeee 108.4 107.3 -1.0
Groups 1-15: SoftGoods . ............... ... . .... 594.5 598.7 0.7
Groups 16 — 20: Durable Goods . ................... 463.1 460.2 -0.6
Groups 21 —23: Misc. GOO#IS. . . ... ..o 112.6 107.8 -4.3
StoreTotal . .......... 549.3 548.4 -0.2

1Absence of a minus sign before percentage change in this column signifies price increase.

2Indexes on a January 1986=100 base.
3The store total index covers all departments, including some not listed separately, except for the following: candy, food, liquor, to

bacco, and contract departments.
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DRAFTING INFORMATION Section 6212.—Notice of

The principal author of this revenueDefICIenCy

ruling is Stan Michaels of the Office of,¢ ~rr 301 6212-1. Notice of deficiency.
Assistant Chief Counsel (Income Tax and

Accounting). For further information re- For instructions on how to enter into an agree-
ment with the Service to rescind a notice of defi-

arding this revenue ruling, contact Mr.
9 9 9 ciency, see Rev. Proc. 98-54, page 7.

Michaels on (202) 622-4970 (not a toll-
free call).

1998-43 |.R.B. 5
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Part Il. Treaties and Tax Legislation

Subpart A.—Tax Conventions Emirates proposes that, if the foregoing is  (2) Income from the rental on a bare-
acceptable to the Government of théoat basis of ships or aircraft used in in-
UNITED ARAB EMIRATES United States, this note and the State Déernational transport.
partment’'s note in reply shall constitute  (3) Income from the rental of con-
UNITED ARAB EMIRATES an Agreement. The Agreement shall haviainers and related equiprr_]ent l_Jsed in in-
MINISTRY OF effect with respect to taxable years begirternational transp_ort that_ls |nC|dentaI_ to
FOREIGN AEFAIRS ning on or after January 1, 1994. income from 'Fhe international operation
ABU DHABI This Agreement shall continue in forceof ships and_ aircraft, and
DECEMBER 1, 1997 until the Government of either contracting (4) Gains from the sale or other

state gives written notice of terminatioralienation of ships or aircraft used in in-
The Government of the United Arabof the Agreement to the other Contractingernational transport derived by a person

Emirates agrees to exempt from tax gros%tate through D|p|0mat|c Channels. primarily engaged in the international Op'
income derived from the international op- _— eration of ships or aircraft.
eration of ships or aircraft by individuals The Government of the United Arab

who are residents of the United States The Embassy of the United States oEmirates proposes that, if the foregoing is

(other than citizens of the United ArabAmerica presents its compliments to thecceptable to the Government of the

Emirates) and corporations which are inMinistry of Foreign Affairs of the United United States, this note and the State De-
corporated in the United States, this exArab Emirates and has the honor to refgrartment’s note in reply shall constitute

emption is granted on the basis of equivd® the Ministry’s Note No. 3/1/73/8742an agreement. The agreement shall hfave
lent exemptions granted by the Unitedated October 7, 1997, covering a draféffect with respect to taxable years begin-
States to individual residents of thdote from the Ministry of Finance and In-ning on or after January 1, 1994.

United Arab Emirates and to corporationglustry, which reads as follows: This agreement shall continue in force
Organized in the United Arab Emirates. until the gOVernment of either Contracting
For the purposes of exemption from theBEGIN TEXT state giVeS written notice of termination

U.S. tax, the government of the United The Government of the United ArabOf the agreement to the other contracting
Arab Emirates will be treated as an indiEmirates agrees to exempt from tax grosate through diplomatic channels.
vidual resident of the United Arab Emi-income derived from the international OPEND TEXT
rates. eration of ships or aircraft by individuals
In this agreement: who are residents of the United States The Embassy, on behalf of the Govern-
(A) The terms “contracting state” and(other than citizens of the United Arabment of the United States of America,
“other contracting state” mean the UniteEmirates) and corporations which are ineonfirms its acceptance of the terms of the
Arab Emirates or the United States otorporated in the United States. This exMinistry’s note with the understanding
America, the Governments of which havemption is granted on the basis of equivahat in the case of a United Arab Emirates
concluded this agreement. lent exemptions granted by the Unitedorporation, the exemption from U.S. tax
(B) Gross income includes all incomeStates to individual residents of theshall apply only if the corporation meets
derived from the international operatiorUnited Arab Emirates and to corporationshe ownership or public trading require-
of ships or aircraft, including: organized in the United Arab Emirates. ments of U.S. law. Therefore, the Min-
(1) Income from the rental on full  For the purposes of exemption from théstry’s note and this note in reply consti-
(time or voyage) basis of ships or aircraf.S. tax, the Government of the Unitedute an agreement which shall enter into

used in international transport. Arab Emirates will be treated as an indiforce on December 1, 1997, and shall
(2) Income from the rental on a barevidual resident of the United Arab Emi-have effect with respect to taxable years

boat basis of ships or aircraft used in inrates. beginning on or after January 1, 1994.

ternational transport. In this agreement: This agreement shall continue in force

(3) Income from the rental of con- (A) The terms “contracting state” anduntil the government of either contracting
tainers and related equipment used in ifether contracting state” mean the Unitedtate gives written notice of termination
ternational transport that is incidental ttArab Emirates or the United States obf the agreement to the other contracting
income from the international operatiorAmerica, the governments of which haveyarty through diplomatic channels.
of ships and aircraft, and concluded this agreement. The Embassy of the United States of

(4) Gains from the sale or other (B) Gross income includes all incomeAmerica avails itself of this opportunity to
alienation of ships or aircraft used in inderived from the international operatiorrenew to the Ministry of Foreign Affairs
ternational transport derived by a persoof ships or aircraft, including: the assurances of its highest considera-
primarily engaged in the international op- (1) Income from the rental on full tion.
eration of ships or aircraft. (time or voyage) basis of ships or aircraft

The Government of the United Arabused in international transport.

October 26, 1998 6 1998-43 |.R.B.



Part Ill. Administrative, Procedural, and Miscellaneous

26 CFR 601.105: Examination of returns and the notice has been mailed to the tax- the notice is rescinded, the statute of

claims for refund, credit, or abatement; payer, nor until the expiration of the 90- limitations again begins to run and
determination of correct tax liability.

(Also Part I, sections 6212; 301.6212-1) day or 150-day restriction period, as the (in this example) six months remains
case may be, nor, if a petition has been [sic] until the statute expires.
Rev. Proc. 98-54 filed with the Tax Court, until the decisionH.R. Rep. No. 795, 100th Cong., 2d Sess.

of the Tax Court has become final. UndeB64 (1988).
§ 6213(d), a taxpayer may waive these re-

This revenue procedure provides taxStrictions at any time. SECTION 3. SIGNIFICANT CHANGES

. . S i i AND CLARIFICATIONS TO REV.
payers with instructions for entering into -04 Section 6501 provides generally

an agreement with the Internal Revenulat the amount of any tax imposed by’ ROC. 88-17

Service under § 6212(d) of the Internalitlé 26 must be assessed within 3 years 9 gaction 3.05(1) of Rev. Proc.
Revenue Code to rescind a notice of deffifter the return was filed. Section 6503(adg_17 provides, in part, that the Service
ciency. This revenue procedure clarifie?rovides that the running of the period of iy 1ot rescind a notice of deficiency if,
modifies, and supersedes Rev. Proc. gdinitations in § 6501 is suspended (aftep, w0 yate of rescission, the period of

SECTION 1. PURPOSE

17,1988-1 C.B. 692. the mailing of a r?o“ce gnder 8 6212(Q)}initations on assessment would have ex-
for the period during which the Secretar ired but for the issuance of the notice of
SECTION 2. BACKGROUND is prohibited from making the assessme eficiency. This provision is deleted as a

. . . or from collecting by levy or a proceeding
01 Section 6212(a) provides that if they court. and for 60 days thereafter. result of the 1988 amendment to

Secretary determines that there is a defi- o5(1) Section 6212(d) provides tha 6f_2_12(d), :r\:hltc'h cla[)lfles thatla nOU(?edOfd
ciency in respect of any tax imposed bye Secretary may, with the consent of thge |C|en§y tha 'S §udse;qﬁent yt rescin '?I
subtitle A of title 26 (relating to income 5y yayer, rescind any notice of deficienc¥#8pderl S ; .? period o 1Ml glons urt1'|
taxes), subtitle B (relating to estate, giftmajled to the taxpayer. Any notice sQ 85 f efoh'l S rescission. g ee section
and generation-skipping taxes), or chafescinded is not treated as a notice of Oé )SO this rzvggu: prfo;e urFt)e. 88
ters 41, 42, 43, or 44 (relating to cerfaiyeficiency for purposes of § 6212(c)(1), ; _((jactloE ' h( éo eV _”roc. i
excise taxes), the Secretary is authorizeglejating to further deficiency letters re-_ ", pdrow es aft(; ? . ervpfe will not Le'
to send a notice of the deficiency to thgyicted), § 6213(a) (relating to restric—. < & noufceho © |_C|en(;yd| ,f.pr.|0r ot ﬁ
taxpayer by certified mail or registeredions applicable to deficiencies and petit> oo 'cc © dt ﬁ ngtlce_ © N eneiency, tde
mail. . . _tion to Tax Court), and § 6512(a) (relating't:axloay;rzarjA tSe _erlwée avetz teer:Ecutte da

.02 Section 6212(c)(1) provides, ing Jimitations in case of petition to Tax. o1 o/~ SPECIAL -oNSENt 10 =xten
general, that if the Secretary has mailed t@oyrt), and the taxpayer has no right tae Time to Assess Tax, covering any of
the taxpayer a notice of deficiency as prdile a petition with the Tax Court based on @ tax years in the notice of deficiency.
vided in § 6212(a), and the taxpayer fileghe notice. his provision is modified to permit
a petition with the Tax Court within the (2) The Technical and Miscella- €ScIssion, provided the taxpayer and the
time prescribed in § 6213(a), the Secrereous Revenue Act of 1988 (Act) SS'VICe €xecute another Form 872-A
tary has no right to determine any addig 1015(m), 19883 C.B. 232, amende&"°" to rescission). See section 4.05(4)
tional deficiency, except in the case of 6212(d) by adding the following sen-Of tHiS révenue procedure. .
fraud, and except as provided in § 6214(agnce: “Nothing in this subsection shall 03 Section 4.03 of Rev. Proc. 88-17 is
(relating to assertion of greater deficienaffect any suspension of the running of &'1ed to provide that the Service may
cies before the Tax Court), inany period of limitations during any pe-"tiate rescission of a notice of defi-
§ 6213(b)(1) (relating to mathematical ofiod during which the rescinded notice®'e"'CY)- See section 5.03 of this revenue
clerical errors), in § 6851 or 6852 (relatwas outstanding.” This amendment is eferocedure. .
ing to termination assessments), or ifective for notices of deficiency issued on 0% N lieu of using a Form 8626,
8 861(0) (relating to jeopardy assessr after January 1, 1986 lancy. the use of an alenative document
ments). (3) The House Report accompany: T o )

.03 Section 6213(a) states that withiing the Act provides the following exam-'S a}u'thonzed for rescission of a notice of
90 days, or 150 days if the notice is adple to illustrate the operation of the fina@€ficieNcy). See section 5.06 of this rev-
dressed to a person outside the Uniteskntence of § 6212(d): enue procedure.

Statgs, ajter the n_otice -of deficiency au- [A]lssume that six months remain to SECTION 4. SCOPE AND OBJECTIVE
thorized in § 6212 is mailed, the taxpayer run on the statute of limitations with

may file a petition with the Tax Court for respect to a return when the IRS is- .01 This revenue procedure applies to
a redetermination of the deficiency. Ex- sues a statutory notice of deficiency. agreements to rescind a notice of defi-
cept as provided in § 6851, 6852, or 6861, Issuance of this notice suspends the ciency mailed to a taxpayer pursuant to §
no assessment of a deficiency and no levy statute of limitations. If the IRS and 6212(a). This procedure does not apply
or proceeding in court for its collection the taxpayer agree to rescind the to a Notice of Final Partnership Adminis-
can be made, begun, or prosecuted until statutory notice, then as of the date trative Adjustment (FPAA) or to a Notice

1998-43 |.R.B. 7 October 26, 1998



of Final S Corporation Administrative payer and the Service execute a consent to.04 If the notice of deficiency was is-
Adjustment (FSAA). extend the period of limitations on Formsued to a husband and wife jointly, Form
.02 Whether a notice of deficiency will872 or Form 872-A, 8626 and, if appropriate, Form 872 or
be rescinded is discretionary on the part (2) The 90-day or 150-day restrictionForm 872-A, must be signed by both the
of the Secretary. A notice of deficiencyperiod under § 6213(a) has expired withhysband and wife, or their authorized rep-
may only be rescinded with the consent afut the taxpayer filing a petition with theresentative(s). If Form 8626 and/or Form

the taxpayer. Tax Court; _ 872 or Form 872-A is signed by a repre-
.03 If a notice of deficiency is re- (3) The taxpayer has filed a petitionsenative, and a power of attorney has not
scinded, it is generally treated as if iwith the Tax Court; or previously been filed, the power of attor-

never existed. Limitations regarding (4) The taxpayer and the Serviceney must be included with Form 8626.
credits, refunds, and assessments relatipgior to the issuance of the notice of defi- 05 Form 8626 must cover the same
to the rescinded notice are void and theiency, have executed a Form 872—A cov- X period(s) as the notice of deficiency to
rights and obligations of the parties thaering any of the tax years in the notice 0vﬁg\?hich it relates and must reflect the same
existed prior to the issuance of the noticdeficiency. A notice of deficiency may be ax deficiency and penalties as the notice
of deficiency are reinstated. The refescinded in this situation, however, if - y P
scinded notice does, however, suspend tipgior to rescinding the notice of defi-Of deficiency. .
running of the period of limitations underciency the taxpayer and the Service exe- -06 Although use of Form 8626 is pre-
§ 6503 for the period during which thecute a new Form 872—A covering thderred, a document that reflec_ts agreemgnt
notice is outstanding. The Commissionesame tax years as the earlier Form 872—%’ the tt"’_‘Xpayfrda'}‘_j the Service to refct'”d
or the Commissioner’s delegate may issu € notice of detficiency, pursuant 1o
a later notice of deficiency in an amoun ECTION 5. PROCEDURE § 6212(d), may be used in lieu of Form
that exceeds, is the same as, or is less thanp1 Taxpayers that wish to have a n0§626- Such a docm_Jment will not be effec-
the amount in the rescinded notice of defiice of deficiency rescinded should con®™® unless it contains the following:
ciency. The taxpayer may exercise all adact the person/office listed on the notice 1)a s.tat.emer,lt that the taxpayer and
ministrative and statutory appeal rightsind request Form 8626. Taxpayers thit€ Commissioners delegate agree to re-
from a reissued notice of deficiency, bUW|Sh an Appea]s conference (see secti(ﬁ?md the nOtl_(?e O_f def|C|enCy; .
cannot petition the Tax Court from a re4,04(3) of this revenue procedure) should ~ (2) identification of the notice of de-
scinded notice of deficiency. contact the person/office listed on the ndiciency, including the date it was issued,
.04 Except as provided in section 4.0%ice to find out how to contact the approthe type of tax, the tax period(s), and the
of this revenue procedure, a notice of dgyriate Appeals Office. amount(s) of the deficiency or deficien-
ficiency may be rescinded for the follow- 02 A request to rescind a notice of decies and any penalties;
ing reasons: ficiency should be made by the taxpayer (3) representations that the period of
(1) The notice was issued as a resufs soon as possible after receipt of the nbmitations on assessment has not expired
of an administrative error: for exampleice because a notice will not be rescindeand that the taxpayers have not petitioned
the notice was issued (a) to the wrong taxsfter the 90-day or 150-day restriction pethe Tax Court:
payer, (b) for the wrong tax period, or (Cxiod under § 6213(a) has expired. (4) an agreement that the effect of
without considering a properly executed .03 If the Service determines that a nathe rescission is to return the parties to the
Form 872, Consent to Extend the Time tgice of dEﬁCiency should be rescinded, thﬁghts and ob”gations existing immedi-
Assess Tax, or Form 872-A, Service will send Form 8626 to the taxately prior to the issuance of the rescinded
(2) The taxpayer submits informa-payer requesting the taxpayer's writteRotice of deficiency, including the right of
tion establishing the actual tax due is lessonsent to rescind. If appropriate, FOrMine Service to issue a later notice of defi-

than the amount shown in the notice; or 872 or Form 872—A will also be sent forciency, for any amount, and the right of

(3) The taxpayer specifically re-the taxpayer's signature. If the taxpayeyj, taxpayer then to appeal to the Tax
quests a conference with the appropriategrees to the rescission of the notice g’fourt- and
Appeals office for the purpose of enteringleficiency, the signed Form 8626 (an (é) the signatures (on the same docu-
into settlement negotiations. HoweverForm 872 or Form 872-A if appropriate) g o ,
the notice may be rescinded only if thenust be returned to the office that sent thrgent) of both the Commissioner's dele:
appropriate Appeals office first decidessorm 8626 as soon as possible, prior {gate and the taxpayer (or the thpz.iyers
that the case is susceptible to agreementhe expiration of the applicable 90-day ofPresentative). If the document is signed
.05 The Service will not rescind a no150-day restriction period. After thePY the taxpayer's representative, and a
tice of deficiency under the following cir- Form 8626 is returned by the taxpayePOWer of attorney has not previously been
cumstances: and signed on behalf of the Commisfiled, the power of attorney must be in-
(1) On the date of the rescission, 98ioner, a copy will be sent to the taxpayefluded with the document.
days or less would remain before the exand/or the taxpayer’s authorized repre- -07 A properly executed Form 8626 (or
piration date of the period of limitationssentative(s)). The effective date of th& document as provided in section 5.06 of
on assessment. However, a notice of defiescission agreement is the date on whidhis revenue procedure) is the only way
ciency may be rescinded in these circunthe Commissioner’s delegate signs Forrthat a notice of deficiency may be re-
stances if, before the rescission, the tax8626. scinded.

October 26, 1998 8 1998-43 |.R.B.



.08 If the Service does not agree th&8ECTION 6. EFFECT ON OTHER DRAFTING INFORMATION
the notice of deficiency should be reREVENUE PROCEDURES

scinded, the taxpayer will be so notified in ~ The principal author of this revenue
writing, and the notice of deficiency will R_e_v. Proc. _8_8—17, 1988-1 C.B. 692, |$>roced_ure is Ca_therme A Prohofsky of
remain in effect. If the taxpayer wishes tglarified, modified, and superseded. the Off_lrce of Aasistant Ct:_hle)f Cgunsfelt(rlln-
file a petition with the Tax Court, the tax- come lax and Accounting). For further
payerpmust file the petition within the ap_SECTION 7. EFFECTIVE DATE information regarding this revenue proce-
plicable 90-day or 150-day restriction pe- This revenue procedure is effectivélure, contact Andrew Irving on (202)
riod, which may not be with respect to notices of deficiency is622-4930 (not a toll-free call).

extended. sued on or after January 1, 1986.

1998-43 |.R.B. 9 October 26, 1998



Part IV. Items of General Interest

Information Reporting with in the Federal Register proposed regulang. Treasury and the Service are particu-
Respect to Certain Foreign tions 88 1.6038-3, 1.6038B-2, andarly interested in receiving comments on
Partnerships 1.6046A-1. These regulations would imwhether the form’s requirements are bur-
plement the new foreign partnership reeensome, and, if they are, how the burden
Announcement 98-93 porting regime put in place by TRA 97.might be ameliorated while still protect-

. The proposed regulations provide that thiag the interests of the government and
The Internal Revenue Service aniyformation required to be reported purcarrying out the purposes of the statute.
hounces that it is requesting commenigant to sections 6038, 6038B, and 6046/easury and the Service also are inter-
from the public on proposed new Formnuyst be reported on Form 8865, Informaested in receiving comments on whether
8865 and its accompanying instructionsjon Return of U.S. Persons with Respeciny of the information required by the
The form is to be used to satisfy the rew Certain Foreign Partnerships. Treasumgrm is duplicative of information re-
porting requirements with respect to cerand the Service have requested commerggrted elsewhere and whether any of the
tain foreign partnerships under sectionfegarding the proposed regulations angformation required by the form is un-
6038, 6038B, and 6046A. Attached tthave scheduled a public hearing on thgecessary. Outlines of comments regard-
this announcement is & copy of the prgproposed regulations for November 10ing the proposed form that will be made at
posed form and instructions. 1998. The hearing will be held in ro0Mmhe hearing must be received by Novem-
2615, Internal Revenue Building, 1111per 6, 1998.
BACKGROUND Constitution Avenue, NW, Washington, wyritten comments about the form and
The Taxpayer Relief Act of 1997 (TRADC. instructions should be sent to: Chairman,
97), Pub. L. No. 105-34, 111 Stat. 98:§EQUEST FOR COMMENTS ON THE Tax Forms Coordinating Committee, In-
(21997), significantly modified the infor- FORM ternal Revenue Service, OP:FS:FP, Room
mation reporting requirements with re- 5577, 1111 Constitution Avenue, NW,
spect to foreign partnerships under sec- Comments about proposed Form 8868/ashington, DC 20224. Alternatively,
tions 6038, 6038B, and 6046A. Omand its instructions may be made in writyou may e-mail your comments to tfp-
September 9, 1998, the Service publishedg and at the November 10, 1998 heamail@publish.no.irs.gov.

October 26, 1998 10 1998-43 |.R.B.



Form 8865

(November 1998)

Department of the Treasury

jnternal Revenue Service (see instructions) beginni

Information Return of U.S. Persons With
Respect To Certain Foreign Partnerships

> See separate instructions.
Information fumished for the foreign partnership’s annual accounting period

ng B

OMB No. 1545-XXXX

File In Duplicate

(see When and Where
To Flle in the

" instructions;
, and ending , )

Important: All information MUST be in the English language. All amounts MUST be stated in U.S.

otherwise indicated.

dollars unless

Name of person filing this return

Identification number

Number, street, and room or suite no. {or P.O. box number if mail is not delivered to street address)

A Category of filer (see Categories of Filers in the instructions and check
wpletleboded w0 @O @O @O

City or town, state, and ZIP code

Filer's tax year beginning , , and ending s
B Person(s) on whose behalf this information return is filed:
o~ K icable b
(1} Name {2} Address (3) Identification number |4 Check applicable box(es)
Controlling Partner | Indirect Owner Other
C Parent of consolidated group Address EIN
1 Provide the following general information:
a This partner is a D general partner D limited partner D member D manager D other
b Enter partner's percentage of: Beginning of annual End of annual ¢ Enter partner's share of liabilities:
accounting period accounting peried Nonrecourse
Profits e B e % Amount, . . . . . . . . . S
Ownership of capitat . ... ... ... N % Amount with respect to disregarded entity,  $ ... _.___..._.__..___
Losses . b % Qualified nonrecourse financing
Deductions .. T % Other

a

Enter number of entities owned by the partnership that have elected to be disregarded entities:

Name and address of foreign partnership

b Employer identification number, if any

¢ Country under whose laws organized

-8

Date of organization

e Principal place of business

f Principal business activity
code humber

g Principal business activity

h Foreign partnership’s
functional currency

1998-43

3 Provide the following information for the foreign partnership’s annual accounting period:

a Name, address, and identification number of office or agent (if any} in the
United States

b Check if the foreign partnership must file:

D Form 1042 D Form 8804
[ Form 1065 or 1065-B O rorm 8805
IRS Service Center where return is filed:

¢ Name and address of foreign partnership’s agent in country of organization,
if any

d Name and address of person {or persons) with custody of the books and
records of the foreign partnership, and the location of such books and
records, if different

e Were any special allocations made by the foreign partnership?

D Yeos D No

For Paperwork Reduction Act Notice, see the separate instructions.

Cat. No. 25852A Form 8865 (11-98)

PROOCF AS OF OCTOBER 9, 1998

I.R.B. 11

October 26, 1998



Farm 8865 (11-98) Page 2
Schedule A Partners of Foreign Partnership (see instructions)

Name Address Identification number (if any)

Income Statement—Trade and Business Income (Complete both columns unless the functional
currency is the U.S. dollar. In that case, complete only the U.S. Dollars column.) See instructions.

Caution: Include only trade or business income and expenses on lines 1a through 18 below. See the instructions for more information.

Functional Currency U.S. Dollars

1a Grossreceiptsorsales . . . . . . . . . . . ila
b lessreturnsand allowances . . . . . . . . . L1b 1c
Cost of goods sold .
Gross profit. Subtract line 2 from hne 1c . . .
Ordinary income (loss) from other partnerships, estates, and trusts (at'tach schedule).
Net gain (loss) from Form 4797, Part I, line 18

Other income (loss) (attach schedule) .
Total income (loss). Combine lines 3 through 6

Income

NOO D N

8 Salaries and wages (other than to partners) (less employment credits) .
9 Guaranteed payments to partners
10 Bad debts
11 Rents and royalties
12 Taxes and licenses
13 Interest .
14a Depreciation . . . . . [14a
b Less depreciation reported ‘alsewhere on return. . . [14b
15 Depletion (Do not deduct oil and gas depletion.),

Deductions

16 Other deductions (aftach schedule) . . . . . . . . . . . . . . . 16

17 _Total deductions. Add the amounts shown in the far right column for lines 8 through 16 . | 17

18 Ordinary income (loss) from trade or business activities. Subtract line 17 from line 7 18

PROOK AS OF 10/9/1898

October 26, 1998 12 1998-43 |.R.B.



Form 8865 (11-98)

EEMXRY Partners’ Shares of Income, Credits, Deductions, Etc.

Page 3

Distributive share items Functional Currency |  U.S. Dollars
1 Ordinary income (loss) from trade or business activities (enter from
Schedule B, line 22) . 1
2 Net income (loss) from rental rea! estate actlvmes
3 Net income (loss) from other rental activities
4 Portfolio income (loss):
'ﬁ a Interest income
e b Dividend income .
° ¢ Royalty income
E d Net short-term capital garn (loss)
8 e Net long-term capital gain (loss) e e e e e e e
£ {1) 28% rate gain (10SS) » -.ooooooo. (2) Total foryear , . . »> [4e(2)
f Other portfolio income (loss) (attach schedule) . .o
5 Guaranteed payments to partners .
6 Net section 1231 gain {loss) (other than due to casualty or theft) (attach Form 4797)
a 28% rate gain (10sS) ® ... b Totalforyear . . .» | 6b
7 _Other income (loss) {attach schedule) . e e e e e e e e 7
5 8 Charitable contributions (attach schedule) 8
32| 9 Section 179 expense deduction 9
3 10 Deductions related to portfolio income (|tem|ze) 10
* |11 Other deductions (attach schedule). 11
1]
g 12 Credits related to real estate activities (attach schedule) 12
©O [13 Other credits (attach schedule) . 13
& _ 3| 14a Interest expense on investment debts . 14a
@5 &| b (1) Investment income included on lines 4a, 4b, 4c, and 4f above 14b(1
EEE {2) Investment expenses included on line 10 above . 14b(2
B o |15a Depreciation adjustment on property placed in service after 1986 15a
: ::: b Adjusted gain or loss 15b
T gl c Depletion (other than oil and gas) . 15¢
£ 29| d (1) Gross income from oil, gas, and geothermal propertres . 15d(1)
'g": - {2) Deductions allocable to oil, gas, and geothermal properties (i ncludrng 0|I
TS and gas depletion) . e ... [15d(2)
< e Other adjustments and tax preference ltems (attach schedu/e) 15e
16 Section 59(e)(2) expenditures: a Type » _.......oooooooeeeeee. . b Amount » | 16b
17 Tax-exempt interest income 17
. |18 Other tax-exempt income . 18
2 |19 Nondeductible expenses . 19
O |20 Distibutions of money (cash and marketable securmes) 20
21 Distributions of property other than money |, 21
22 Other items and amounts required to be reported separately to partners (attach
schedule) N e 22
23 Did the partnership incur a dual consolidated loss within the meaning of Regulations section
1.1503-2(c)(5)? L ves OO No
24 Does the partnership own any separate umts W|th|n the meanmg of Regulatnons section
115032()(3) . (] Yes O] No
Partners’ Shares of Forergn Tax Credtt Items
{a) General {b} Passive (c) Financial {d) Other (see

Limitation Income Income Services Income instructions)

1 Gross income sourced at partner level
2 Gross income sourced at partnership level
3 Deductions allocated and apportioned at partner level:
a Interest expense
b Other
4 Deductions allocated and apportioned at partnership level
5 Creditable foreign taxes

PROOGF AS OF 10/9/1998

1998-43 |.R.B. 13

October 26, 1998



Form 8865 (11-98)

Page 4

Schedule D Capital Gains and Losses
3cligl]  Short-Term Capital Gains and Losses—Assets Held 1 Year or Less
{a) Description of property . . N Gain or (loss]
N L I R bl et
1
2 Short-term capital gain from installment sales from Form 6252, line 26 or 37 2
3 Short-term capital gain (loss) from like-kind exchanges from Form 8824 , . . 3
4 Partnership's share of net short-term capital gain (loss), including specially allocated
short-term capital gains (losses), from other partnerships, estates, and trusts . . . 4
5 Net short-term capital gain or (loss). Combine lines 1 through 4 in column (f).
Enter here and on Schedule C-1, line 4d or 7 5

Long-Term Capital Gains and Losses—Assets Held More Than 1 Year

{a) Description of property {f} Gain or {loss] {g) 28% rate gain
g 0grae | PO | it | (g [Vt Tty |7 e
6
7 Long-term capital gain from installment sales from Form 6252, line 26 or 37 . . 7
8 Long-term capital gain (loss) from like-kind exchanges from Form 8824 8
9 Partnership’s share of net long-term capital gain (Joss), including specially allocated
long-term capital gains (losses), from other partnerships, estates, and trusts . . . 9
10 Capital gain distributions . 10 !
11 Combine lines 6 through 10 in column (g). Enter here and on Schedule C- 1 Ilne 4e(1) o 7 1
12

Net long-term capital gain or (loss}). Combine lines 6 through 10 in column (f).

Enter here and on Form 8865, Schedule C-1, line 4e(2) or 7

12

*28% rate gain or (loss) includes all “collectibles gains and losses” as defmed in the instructions.

Schedule E-1]

o0 oo

12
13

Balance Sheet

Assets

Cash . .

Trade notes and accounts recelvable .

Less allowance for bad debts

Inventories . .

Other current assets (attach schedule)

Loans to partners and other related persons, . .
Investment in subsidiaries, partnerships, and trusts (attach schedule) .
Other investments (attach schedule)

Buildings and other depreciable assets

Less accumulated depreciation .

Depletable assets .

Less accumulated depletion

Land (net of any amortization)

Intangible assets:

Goodwill

Organization costs .
Patents, trademarks, and other |ntang|b|e assets (attach schedule)
Less accumulated amortization for lines 11a, b, and ¢ .

Other assets (attach schedule)
Total assets .

{a)
Beginning of annual
accounting period

{b)
End of annual
accounting period

11a

11b

11c

11d |{

14
15
16
17
18

19
20

L|ab|I|t|es and Cap|tal
Accounts payable
Other current liabilities (attach schedule)
Loans from partners and other related persons
All nonrecourse loans
Other liabilities (attach schedule)

Partners’ capital accounts.
Total liabilities and capital

October 26, 1998

PROOF AS OF 10/9/1898

14

1998-43

l.R.B.



Form 8865 (11-98)

Page 5

Schedule E-2 Balance Sheet for Interest Allocation

1 Total U.S. Assets
2 Total Foreign Assets
a General Limitation Category.

b PassiveCategory . . . . . . .
¢ Other Categories (attach schedule)

(a) (b)
Beginning of annual End of annual
accounting period accounting period

Reconciliation of Income {Loss) per

Books With Income (Loss) per Return

zl:‘::::’c';a' U.S. Dollars zl:,ﬁ:?cnyal U.S. Dollars
) 6 Income recorded on books this
1 Net income {loss) per books . year notincluded on Schedule C-1,
2 | included Sehedul lines 1 through 7 (itemize):
ncome included on Schedule -
C-1, lines 1 through 4, 6, and 7, a Tax-exemptinterest...............
not recorded on books this year | [ | s
(temize): oo 7 Deductions included on Schedule
C-1, lines 1 through 11, 14a, 16b,
3 Guaranteed payments (other than and Schedule C-2, line 5, not
health insurance). charged against book income this
4 Ex ded on books thi year (itemize):
penses recorded on books this -
year not included on Schedule a Depreciation..............ooceooe
C-1,lines 1 through 11, 143, 16b, | | | seeesmrmmmcim e e
and Schedule C-2,line 5 (itemize): | | e
a Depreciation. ... ... ..._........ 8 Addlines 6 and 7 ,
b Travel and entertainment ..._..... 9 Income (loss) (Analysis of Net
..................................... Income (Loss), line 1). Subtract line
5 Add lines 1 through 4 8 from line 5 .
Analysis of Partners’ Capital Accounts
Cureaon®! | u.s. Dollars Comony | U-S: Dollars
1 Balance at beginning of year . 6 Distributions: a Cash
2 Capital contributed during year . b Property
3 Net income (loss) per books 7 Other decreases (itemize): .._...
4 Otherincreases (itemize): ....____ | | e
_____________________________________ 8 Addlines6and7 . .
9 Balance at end of year. Subtract
5 Addlines 1 throughd4 ., . . line 8 from line 5 .

Partner’s Share of Income, Credits, De

ductions, etc.

Partner’'s name, address, and identification number

Name of foreign partnership and identification number (if any)

Enter partner’s percentage of:

End of annual
accounting period

Profitsharing . . . . . . . . . . . . e, %
Ownership of capital . . . . . . . . . e, %
Losssharing . . . . . . . . . . . e e e e, %
Deductions . . . . . . . o e e e e eeeeeee——————— %
PROOF AS OF 10/9/1988
1998-43 |.R.B. 15 October 26, 1998



Form 8865 (11-98)

Schedule G-1 (continued)

Analysis of partner's capital account:

Page 6

. . . {c} Partner's share of lines N (e} Capital account at end
o dhpioi B O g™ | 36 nd7 e schedieFz | e o e omoin coums
( )
Distributive share item Z‘:l'::;::g,al U.S. Doliars
1 Ordinary income (loss) from trade or business activities. 1
2 Net income (loss) from rental real estate activities
3 Net income (loss) from other rental activities .
4 Portfolio income (loss):
a Interest
- b Dividends .
2 c Royalties .
=L | d Net short-term capltal gam (Ioss)
‘IE’ e Net long-term capital gain (loss):
8 (1) 28% rate gain (loss)
£ (2) Total for year
f Other portfolio income (Ioss) (attach schedu/e)
5 Guaranteed payments to partner .
6 Net section 1231 gain (loss) (other than due to casualty or theﬂ)
a 28% rate gain (loss)
b Total for year.
7 Other income (loss) (attach schedu/e)
2
2 | 8 Charitable contributions (see instructions) (attach schedule) . 8
S | 9 Section 179 expense deduction ) 9
B |10 Deductions related to portfolio income (attach schedule) 10
O |11 Other deductions (attach schedule) 11
2
g 12 Credits related to real estate activities (attach schedule) 12
O |13 Other credits (attach schedule). .. 13
=
@ e
% £114a Interest expense on investment debts . 14a
@ €| b (1) Investment income included on lines 4a, 4b, 4c, and 4f b(1)
= (2) Investment expenses included on line 10 . b(2)
E «» | 15a Depreciation adjustment on property placed in service after 1986 . 15a
E E b Adjusted gain or loss . . 15b
28 ¢ Depletion (other than oil and gas) . 15¢
E E, d (1) Gross income from oil, gas, and geothermal propertles . d(1)
é £ (2) Deductions allocable to oil, gas, and gecthermal properties (mcludlng 0|I and
= gas depletion) . d(2)
e Other adjustments and tax preference items (attach schedu/e)
16 Section 59(e)(2) expenditures: a Type b
b Amount 16b
» |17 Tax-exempt interest income, 17
2 |18 Other tax-exempt income 18
6 19 Nondeductible expenses. . 19
20 Distributions of money (cash and marketable secuntles) . 20
21 Distributions of property other than money. 21
22 Recapture of low-income housing credit e e e 22
23 Supplemental information required to be reported separately to each partner (attach additional schedules if more space

October 26,

is needed):

1998 16

1998-43 |.R.B.



Form 8865 (11-98)

Page 7

EENIX® Partners’ Shares of Foreign Tax Credit ltems

(a} General
Limitation Income

(b) Passive
Income

(c) Financial
Services Income

{d) Other (see
instructions)

1 Gross income sourced at partner level
2 Gross income sourced at partnership level
3 Deductions allocated and apportioned at partner level
a Interest expense
b Other
4 Deductions allocated and apportioned at partnership level
§ Creditable foreign taxes

Transactions Between Controlied Foreign Partnership and Partners or Other Related Entities

Important: Complete a separate Schedule H for each controlled foreign partnership. Enter the totals for each type of transaction that
occurred between the foreign partnership and the persons listed in columns (a) through (d). See instructions. Enter the relevant functional
currency and the exchange rate used throughout this schedule. p

Transactions
of
foreign partnership

{a) U.S. person
fiting this return

{b} Any domestic
corporation or partnership
controlling, under
common control with, or
controlled by the U.S.
person filing this return

{c} Any other foraign
corporation or partnership
controlling, under
common control with, or
controlled by the U.S.
person filing this retumn

{d) Any U.S. person with a
10-percent interest in a
controlled foreign partnership
(other than the U.S. person
filing this return)

Sales of inventory ,

Sales of property rights
(patents, trademarks, etc) .

Compensation received for tech-
nical, managerial, engineering,
construction, or like services .

4 Commissions received,

Rents, royalties, and license
fees received

Distributions received .
Interest received

Other . . . . . . .

Add lines 1 through 8.,

10
11

12

13

14
15

16
17

18

19

Purchases of inventory

Purchases of tangible property
other than inventory , . .

Purchases of property rights
(patents, trademarks, etc.)

Compensation paid for tech-
nical, managerial, engineering,
construction, or like services,

Commissions paid. .

Rents, royalties, and license
fees paid, P

Distributions paid
Interest paid. , .

Other . . . . .

Add lines 10 through 18 . .

20

21

Amounts borrowed (enter the
maximum loan balance during
the year) — see instructions .

Amounts loaned {enter the
maximum loan balance during
the year) — see instructions .

1998-43 |.R.B.

® Printed on recycled paper
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SCHEDULE |
(Form 8865)

(November 1998)
Department of the Treasury
Interal Revenue Service

Transfer of Property to a Foreign Partnership
(under section 6038B)
» Attach to Form 8865.

OMB No. 1545-X0XX

Name

identification number

Name of foreign partnership

Name, address, and identification number (if any) of each partner:

Name

Address

Identification
number

m Transfers Reportable Under Section 6038B
Provide the following information with respect to transfers

Type of
property

(a}
Date of
transfer

(b)
Number of
items
transferred

Cash

Marketable

{c)
Fair market
value on date
of transfer

(d)
Cost or other
basis

(e}
Section 704(c)
allocation
method

{n t9)

Gain Percentage interest

recognized on in partnership after
transfer transfer

securities

Inventory

Tangible

property

used in trade

or business

Intangible

property

Other

property

Supplementa! Information Required to be Reported (see instructions):

i1l Dispositions Reportable Under Section 60388

Provide the following information with respect to dispositions:

0

(a) o) © ) el Deprtation (@ Q)
Type of Date of Date of Manner of Gain r:m ture Gain allocated Depreciation
property original disposition disposition recognized by recugpnized to partner recapture allocated
transfer partnership by partnership to partner

Part IV any transfer reported on this schedule subject to gaun recognltnon under section 904(f)(3) or

section 904()(5)(F)?

Yes ] No

For Paperwork Reduction Act Notice, see the Instructions for Form 8865.

(@ Printod on recycted paper PRONE AS ME 1N/G/1008

Cat. No. 25908U

Schedule | (Form 8865) (11-98)

October 26, 1998
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SCHEDULE J Acquisitions and Dispositions of, and Changes in gggb’&gi FILING

" L3 -
(Form 8865) Interests in, a Foreign Partnership . ,
{November 1996) . (see instructions)
Department of the Treasury (under section 6046A)
internal Revenue Service » Attach To Form 8865. OMB No. 1545-XXXX
Name of person filing Form 8865 Identification number
Name of foreign partnership
I  Acquisitions
a) FARY of Bacih i % of merest % of terest
T - o asis in 6 of Interes of Interes
Name, Address, and Identification No. Date of Acquisition | |nierest Acquired Interest Acquired | Before Acquisition After Acquisition
Xl  Dispositions
(a) FMY of Basi i % of Iterest % of 1t
. . . i [s) asis In Of Interesf of Interest
Name, Address, and Identification No. Date of Disposition Interest Disposed Interest Disposed Before Disposition After Disposition
Xl Change in Proportional Interest
(el ) FMY of Baois i % of rrerest % of herest
P Q asis in o Of Interes of Interes
Description of Change Date of Change Interest Changed Interest Changed Before Change After Change
IEEXIY  Supplemental Information Required to be Reported (see instructions)
For Paperwork Reduction Act Notice, see Form 8865 instructions. Cat. No. 25943Q Schedule J {(Form 8865) (11-98)

~a PROOF AS OF 10/9/1988

Ddntnnd i rmrssnlnsd mamar
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Instructions for Form 8865

Information Return of U.S. Persons With Respect To
Certain Foreign Partnerships

Section references are to the Internal Revenue Code unless otherwise noted.

Department of the Treasury
Internal Revenue Service

How To Get Forms and
Publications

Personal computer. Visit the IRS's

internet Web Site at

www.irs.ustreas.gov to get:

® Forms and instructions.

® Publications.

® |RS press releases and fact sheets.
You can also reach us using:

e Telnet at iris.irs.ustreas.gov

e File Transfer Protoco! at

ftp.irs.ustreas.gov

e Direct Dial (by modem) — Dial direct to

the Internal Revenue information Services

(IRIS) by calling 703-321-8020 using your

modem. IRIS is an on-line information

service on FedWorld.

CD-ROM. A CD-ROM containing over

2,000 tax products (including many prior

year forms) can be purchased from the

Government Printing Office (GPQ). To

order the CD-ROM, call the

Superintendent of Documents at

202-512-1800, or go through GPO's

Internet Web Site

(www.access.gpo.gov/su_docs).

By phone and in person. To order

forms and publications, call

1-800-TAX-FORM (1-800-829- 3676)

between 7:30 a.m. And 5:30 p.m. on

weekdays. You can also get most forms

and publications at your local IRS office.

General Instructions

Purpose of Form

Form 8865 is used by certain U.S.
persons (see Definitions on pages 2 and
3) to satisfy the reporting requirements of
sections 6038, 6038B, 6046A, and the
related regulations with respect to certain
foreign partnerships.

Who Must File

Generally, a U.S. person qualifying under
one or more of the Categories of Filers
below must complete the schedules,
statements, and/or other information
requested in the instructions and the Filer
Categories - Required Information chart
on page 2. Read the information for each
of the filer categories carefully to
determine which schedules, statements,
and/or information must be submitted.

If the filer qualifies under more than one
filing category, do not duplicate
information. However, complete all
schedules that apply.

Complete a separate Form 8865 and
the applicable schedules for each foreign
partnership.

PROOF AS OF 10/9/1938

October 26, 1998

Categories of Filers

Note: See Exceptions to Filing below.
Category (1) filer. This includes a U.S.
person who controls a foreign partnership
at any time during the annual accounting
period of the partnership. Whether any
person controls a partnership is
determined by reference to the agreement
of the partners relating to such interests
during the period.
Category (2) filer. This includes a U.S.
person who owns (directly, indirectly, or
by attribution) at least a 10—percent
interest in a controlled foreign partnership
at any time during the annual accounting
period of the partnership. However, any
such person is not a Category (2) filer
(and will not have to file Form 8865) if
there is a U.S. person that is a controlling
partner of the controlled foreign
partnership during the same annual
accounting period.
Category (3) filer. This includes a U.S.
person who contributed property to a
foreign partnership in a section 721
transfer during the annual accounting
period of the foreign partnership (or during
the U.S. person's taxable year, if such
partner is not a Category (1) or Category
(2) filer) if that person either (1) owned at
least a 10-percent interest in the foreign
partnership immediately after the
contribution or (2) the value of the
property contributed (when added to the
value of the property contributed by such
person or any related person during the
12-month period ending on the date of
transfer) exceeds $100,000. For this
purpose , if a partnership (whether foreign
or domestic) contributes property to a
foreign partnership, a U.S. person that is
a partner in the contributing partnership is
treated as having transferred a
proportionate share of the contributed
property to the foreign partnership.
Category (3) also includes a U.S.
person that previously contributed section
704(c) property and was required to report
the contribution under section 6038B, if
during the annual accounting period of the
foreign partnership (or during the U.S.
person's tax year if such partner is not a
Category (1) or (2) filer) the foreign
partnership disposed of such property
while the U.S. person remained a partner
in the partnership.
Category (4) filer. This includes a U.S.
person who has a reportable event during
the annual accounting period of the
foreign partnership (or during the U.S.
person's taxable year, if such partner is
not a Category (1) or Category (2) filer).
A reportable event is (1) a direct or
indirect acquisition of at least a

Cat. No. 26053N

20

10-percent interest in a foreign
partnership, (2) a direct or indirect
disposition of at least a 10-percent
interest in a foreign partnership, or (3) a
change in proportional interest in a foreign
partnership that is equivalent to at least a
10-percent interest in the partnership. A
reportable event does not include any
acquisition of an interest in, or change in
proportional interest in, a foreign
partnership in a transfer also subject to
the reporting requirements under section
6038B. Under certain circumstances, this
category also includes a U.S. person who
has a reportable event during that
person's prior tax year. See Proposed
Regulations sections 1.6038B-2(j)(1) and
1.6046A-1(b)(2)(ii) and (j)(2).

Exceptions To Filing

Under certain circumstances, one U.S.
person may file Form 8865 and the
applicable schedules in satisfaction of the
requirements for other persons described
within the Categories of Filers. The U.S.
person that files the required information
will be considered to furnish Form 8865
on behalf of the non-filer and should
complete Item B on page 1 of the form.
Circumstances in which a U.S. person will
be excepted from filing a separate Form
8865 are:

® |f more than one Category (1) filer
controls a foreign partnership during the
same annual accounting period, then in
lieu of all such partners making separate
returns, only one return from one of the
controlling partners is required to be filed.
This return cannot be made by a partner
that controls by reason of an interest in
losses or deductions if another U.S.
person controls by reason of an interest
in capital or profits; the latter must file the
return. To take advantage of this
exception, the filed return must contain
all of the information that would have
been required to be submitted if each U.S.
person filed a separate Form 8865. For
example, a separate Schedule H must be
attached to the Form 8865 for each
Category (1) filer. In any case, all
Category (1) filers must still file a separate
return with the appropriate schedules if
they are otherwise required to file as
Category (3) or Category (4) filers.

e A Category (1), (2), (3), or (4) filer does
not have to file Form 8865 if the filer does
not directly own any interest in the foreign
partnership, is required to file the
information return solely by reason of
attribution of ownership from another U.S.
person, and the U.S. person from whom
the ownership interest is attributed files
Form 8865.
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Filer Categories - Required Information

Category (1)

Category (2)

Category (3) Category (4)

Identifying information—(page 1 of Form 8865)

v

v/ J

Schedule A—Partners of foreign partnership

Schedule B—Trade and business income

deductions, etc.

Schedules C-1 and C-2—Partners' shares of income, credits,

Schedule D—Capital gains and losses

Schedules E-1 and E-2—Balance sheets

N N U U N

accounts

Schedules F-1 and F-2—Reconciliation of income per books
with income per return and analysis of partners’ capital

deductions, etc.

Schedules G-1 and G-2—Partners’ shares of income, credits, /

Schedule H—Transactions between controlled foreign
partnership and partners or other related entities J J

Schedule |—Transfer of property to a foreign partnership

interests in, a foreign partnership

Schedule J—Acquisitions and dispositions of, and changes in

/

In order to be excepted from filing Form
8865, any person who does not file a
return under the circumstances described
on page 1, must be identified in item B
on page 1 of the form see instruction on
page 3. In addition, each such excepted
person must attach a statement to that
person's income tax return that:

o [ndicates that the filing requirement has
been or will be satisfied;

® |dentifies the person who filed or will file
the return; and

o |dentifies the IRS Service Center where
the return was or will be filed.

When and Where To File

Form 8865 and the applicable schedules
are due when your income tax return is
due, including extensions. File two copies
of the form and required schedules.
Attach one copy to your income tax
return. Send the other copy to the Internal
Revenue Service Center, Philadelphia,
PA 19255.

Private delivery services. See the
instructions for your income tax return for
information on certain private delivery
services designated by the IRS to meet
the “timely mailing as timely filing” for tax
returns.

Caution: Private delivery services cannot
deliver items to P.O. boxes. You must
use the U.S. Postal Service to mail any
item to an IRS P.O. box address.

I.R.B.

Definitions

Partnership. A partnership includes all
entities that are classified for Federal
income tax purposes as a partnership.
See Regulations sections 301.7701-2,
and 301.7701-3 and Form 8832, Entity
Classification Election, for more details.
A partnership includes a limited
partnership, syndicate, group, pool, joint
venture, limited liability company, or other
unincorporated organization, through or
by means of which any business, financial
operation, or venture is carried on, and
which is not, within the meaning of
Regulations sections 301.7701-2,
301.7701-3, and 301.7701—4, a trust,
estate, corporation or sole proprietorship.
Foreign Partnership. A foreign
partnership is a partnership that is not
created or organized in the U.S. or under
the law of the U.S. or any state.
Partner. A partner is a member of a
partnership, syndicate, group, pool, joint
venture, organization, limited liability
company or other unincorporated
organization.

50-percent interest. A 50—percent
interest in a partnership is an interest
equal to 50% of the capital interest, 50%
of the profits interest, or an interest to
which 50% of the deductions or losses are
allocated. For purposes of determining a
50-percent interest, the attribution rules
of section 267(c)(1) and (c}(5) apply,
taking into account that such rules refer
to corporations and not to partnerships.
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Section 267(c)(1) generally provides that
an interest owned directly or indirectly by
or for a corporation, partnership, estate
or trust should be considered as being
owned proportionately by its owners and
section 267(c)(5) provides a reattribution
rule under certain circumstances.

The rules of section 267(c)(2) and (c){4)
(family attribution rules) also apply for
purposes of determining a 50-percent
interest, but only if the person to whom
the interest is attributed owns, directly or
indirectly (under the attribution rules of
section 267(c)(1) or (5)), an interest in the
partnership.

Example. A does not own a direct or
indirect interest in foreign Partnership K.
Although A’s brother owns 80% of foreign
Partnership K, A is not treated as owning
a 50-percent interest.

Example. A owns 100% of a foreign
corporation, which owns 20% of foreign
Partnership K. A's brother owns 30% of
foreign Partnership K. A is treated as
owning a 50-percent interest in
Partnership K, because A indirectly owns
20% of the partnership and constructively
owns an additional 30%.
10-percent interest. A 10-percent
interest in a partnership is an interest
equal to 10% of the capital interest, 10%
of the profits interest, or an interest to
which 10% of the deductions or losses are
allocated. For purposes of determining a
10-percent interest, the attribution rules
described above with respect to a
50-percent interest apply.
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Control. Control of a partnership is
ownership directly , indirectly, or by
attribution of more than a 50—percent
interest in the partnership.

Controlling partner. A controlling
partner is a U.S. person that has control
of a partnership.

Controlled foreign partnership. A
controlled foreign partnership is a foreign
partnership controlled by U.S. persons
owning at least 10-percent interests.
U.S. person. A U.S. person is a citizen
or resident of the United States, a
domestic partnership, a domestic
corporation, and any estate or trust which
is not described in section 7701(a)(31).
Control of a corporation. Control of a
corporation is ownership of stock
possessing more than 50% of the total
combined voting power, or more than
50% of the total value of shares of all
classes of stock of the corporation. For
rules concerning indirect ownership and
attribution, see Regulations section
1.6038-2(b) and (c).

Penalties

Failure to file information required by
section 6038(a).

® A $10,000 penalty is imposed for each
annual accounting period of each foreign
partnership for failure to furnish the
required information within the time
prescribed. If the information is not filed
within 90 days after the IRS has mailed a
notice of the failure to the U.S. person,
an additional $10,000 penalty (per foreign
partnership) is charged for each 30-day
period, or fraction thereof, during which
the failure continues after the 90-day
period has expired. The additional penalty
is limited to a maximum of $50,000 for
each failure.

® Any person who fails to file or report all
of the information required within the time
prescribed will be subject to a reduction
of 10% of the foreign taxes available for
credit under sections 901, 902, and 960.
If the failure continues for more than 90
days after the date the IRS mails of the
failure, an additional 5% reduction is
made for each 3-month period, or fraction
thereof, during which the failure continues
after the 90-day period has expired. See
section 6038(c)(2) for limits on the amount
of this penalty.

e Criminal penalties under sections 7203,
7206, and 7207 may apply for failure to
file or for filing false or fraudulent
information.

Failure to file information required by
section 6038B. Any person who fails to
properly report a contribution to a foreign
partnership that is required to be reported
under section 6038B and the regulations
under that section (Form 8865, page 1
and Schedule 1), is subject to a penalty
equal to 10% of the fair market value of
the property contributed. This penalty is
subject to a $100,000 limit under section
6038B(c)(3), unless the failure is due to
intentional disregard. In addition, the
transferor must recognize gain on the
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contribution as if the contributed property
had been sold for fair market value.
Failure to file information required by
section 6046A. Any person who fails to
file or report all of the information
requested by section 6046A (Form 8865,
page 1 and Schedule J) may be subject
to a $10,000 penalty for each failure for
each reportable transaction. If the failure
continues for more than 90 days after
notice of the failure by the IRS, an
additional $10,000 penalty will apply for
each 30-day period (or fraction thereof)
during which the failure continues after,
the 90-day period has expired. The
additional penalty shall not exceed
$50,000.

Important: Any person required to file
any information on Form 8865 and
Schedules | and /or J, who agrees to
have another person file the form on that
person's behalf may be subject to the
above penatlties if the other person does
not file a correct and proper form and
schedule.

Treaty-Based Return Positions. U.S.
persons that adopt a return position that
any treaty of the United States (including,
but not limited to, an income tax treaty,
an estate and gift tax treaty, or a
friendship, commerce, and navigation
treaty) overrides or modifies any provision
of the Internal Revenue Code and causes
(or potentially causes) a reduction of any
tax incurred at any time, generally must
disclose that return position on Form
8833, Treaty-Based Return Position
Disclosure Under Section 6114 or
7701(b).

Failure to make such a report may
result in a $1,000 penalty ($10,000 in the
case of a C corporation). See section
6712.

Identification Numbers and
Addresses

Use social security numbers or individual
taxpayer identification numbers (TIN) to
identify individuals. Use employer
identification numbers (EIN) to identify
estates, trusts, partnerships, and
corporations.

Include the suite, room, or other unit
number after the street address. if the
Post Office does not deliver mail to the
street address and the U.S. person has a
P.O. box, show the box number instead
of the street address.

Foreign address. Enter the information
in the following order: city, province or
state, and country. Follow the country's
practice for entering the postal code, if
any. Please do not abbreviate the country
name.

Specific Instructions

Important: Fill in all applicable lines and
sections. All information reported must be
in the English language. All amounts must
be stated in U.S. dollars unless otherwise
indicated. If the information required in a
given section exceeds the space provided
within that section, do not write “see
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attached” in the section and do not attach
all of the information on additional sheets.

Instead, complete all entry spaces in
the section and attach the remaining
information on additional sheets. The
additional sheets must conform with the
IRS version of that section.

Identifying Information

Note: All persons required to file Form
8865 must complete this section.

Annual Accounting Period

Enter in the space below the title of Form
8865 the annual accounting period of the
foreign partnership for which you are
furnishing information. The partnership's
annual accounting period should be its tax
year, as defined in section 706. Report
information for the annual accounting
period of the foreign partnership that ends
with or within your tax year. However, if
you are only required to file Schedule |
or J (and the identifying information),
report transactions that occurred during
your tax year.

item A
Categories of Filers

Note: See Categories of Filers on page
1. Indicate the categories that describe
the person filing the form . If more than
one category applies, check all boxes that
apply.

Item B
Person(s) On Whose Behalf Form
8865 is Filed

It you are filing on behalf of another
person who would otherwise have a
reporting requirement (see Exceptions to
Filing on page 1), you must identify each
such person in ftem B. List their names,
addresses, identification numbers, and
indicate their relationship to the foreign
partnership.

Item C
Identification of Common Parent

If the filer is a member of a consolidated
group, identify the common parent in item
C, listing its name, address and EIN.

item 1a

Check the box that applies to the partner
filing this return.

item 1b

Enter the appropriate percentages. A
filer's percentage interest should be
determined by reference to the agreement
of the partners relating to such interests.
Attach a statement if further explanation
is required.

Item 1c

Enter your share of nonrecourse liabilities,
partnership-level qualified nonrecourse
financing, and other liabilities. Separately
state nonrecourse liabilities that are held
by an entity that is respected for foreign
tax purposes, but disregarded as
separate from the partnership for Federal
tax purposes.

Page 3
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“Nonrecourse liabilities” are those
liabilities of the partnership for which no
partner bears the economic risk of loss.
The extent to which a partner bears the
economic risk is determined under the
rules of Regulations section 1.752-2.

*Qualified nonrecourse financing"
generally includes financing for which no
one is personally liable for repayment that
is borrowed for use in an activity of
holding real property and that is lent or
guaranteed by a federal, state or local
government or that is borrowed from a
qualified person. See section 465 for
more information on qualified
nonrecourse financing.

Items 1(d)

Enter the number of disregarded entities
owned by the partnership during the
partnership's annual accounting period. A
disregarded entity is an entity that is
disregarded as separate from its owner
under Regulations section 301.7701-3(a).
On an attached schedule, identify the
country or countries in which each
disregarded entity conducts operations. If,
during the partnership's annual
accounting period, an election was filed
to treat any entity owned by the
partnership as a disregarded entity, attach
a copy of the Form 8832, on which the
election was made.

Item 2(f) and 2(g)

Enter the applicable name and code
number from the list beginning on page
10.

ltem 2(h)

Enter the functional currency of the
foreign partnership. If the filer had more
than one qualified business unit (QBU),
attach a statement identifying each QBU,
its country of operation, and its functional
currency.

Item 3(b)

If the foreign parnnership was required to
file Form 1065 for the taxable year, check
the box and list the IRS Service Center
where such form was or will be filed.
Indicate whether the foreign partnership
filed Forms 8804, 8805 and/or 1042.

Schedule A
Partners of Foreign Partnership

All Category (1) filers must complete
Schedule A, listing all persons who owned
at least a 10-percent interest in the foreign
partnership during the partnership's
annual accounting period.

Schedule B
Income Statement

All Category (1) filers must complete
Schedule B, which requires an income
statement prepared in the partnership's
functional currency. Each item also must
be expressed in U.S. dollars translated
from the functional currency in
accordance with section 988.

Exception: A partnership that would have
hyperinflationary currency as its functional
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currency is subject to special rules set
forth in Regulations section 1.985-3.
Under these rules, a partnership is
determined to have the U.S. dollar as its
functional currency. The partnership's
hyperinftationary income statement is
translated into U.S. dollars and adjusted
for exchange gain or loss to correct
distortions caused by hyperinflation.

A partnership subject to these rules
should complete only the dollar column,
using dollar amounts computed and
adjusted in accordance with Regulations
section 1.985-3.

Report only trade or business activity
income for purposes of Schedule B. Do
not report rental activity income, portfolio
income, or tax-exempt income on these
lines; they should be reported on
Scheduie C-1.

Line 1a—Gross Receipts or Sales.
Enter the gross receipts or sales from all
trade or business operations except those
that must be reported on lines 4 through
6.

Line 2—Cost of Goods Sold. See the
regulations under section 471 for
information on how to calculate cost of
goods sold.

Line 4—Ordinary Income (Loss) From
Other Partnerships, Estates, and
Trusts. Enter the total amount of ordinary
income or loss received from other
partnerships, estates, and trusts. Attach
a statement identifying the partnership's,
estate's, or trust's name, address, and
EIN (if any), the respective ownership
interests held in each entity, and the
ordinary income (loss) from each entity.

Do not include portfolio income or
rental activity income (loss) from other
partnerships, estates, or trusts on this
line. Instead, report these amounts on the
applicable lines of Schedule C-1. Ordinary
income or loss from a publicly traded
partnership is not reported on this tine.
Instead, report the amount separately on
line 7 of Schedule C-1.

If there is a loss from another
partnership, the amount of the loss that
may be claimed is subject to the at-risk,
basis, and dual consolidated loss
limitations, as appropriate.

If the tax year of your partnership does
not coincide with the tax year of the other
partnership, estate, or trust, include the
ordinary income (loss) from the other
entity in the tax year in which the other
entity's tax year ends.

Line 5—Net Gain (Loss) From Form
4797. Include only ordinary gains or
losses from the sale, exchange, or
involuntary conversion of assets used in
a trade or business activity. Attach Form
4797 if required.

Line 6—Other Income (Loss). Enter on
line 6 trade or business income (loss) that
is not included on lines 1a through 5.
ltems to report include farm profit and
loss. See Schedule F (Form 1040). Do not
include items requiring separate
computations that must be reported on
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Schedule C-1, or portfolio or rental activity
income (loss) on this line.
Deductions

Caution: Report only trade or
business activity deductions on lines 8
through 16.

Do not report the foliowing expenses
on lines 8 through 16:

e Rental activity expenses.

® Deductions allocable to portfolio
income.

® Nondeductible expenses (e.g.,
expenses connected with the production
of tax-exempt income).

o Qualified expenditures to which an
election under section 59(e) may apply.
® ltems the partnership must state
separately that require separate
computations by the partners. Examples
include expenses incurred for the
production of income instead of in a trade
or business, foreign taxes paid, intangible
drilling and development costs, and
exploration expenditures.

Line B—Salaries and Wages. Enter on
line 8 the salaries and wages paid or
incurred for the tax year.

Line 9—Guaranteed Payments to
Partners. Deduct payments or credits to
a partner for services or for the use of
capital if the payments or credits are
determined without regard to partnership
income and are allocable to a trade or
business activity. Aiso include on line 9
amounts paid during the tax year for
insurance that constitutes medical care
for a partner, a partner's spouse, or a
partner's dependents.

Do not include any payments and
credits that should be capitalized or
distributive shares of partnership profits.
Line 10—Bad Debts. Enter the total
debts that became worthless in whole or
in part during the year, but only to the
extent such debts relate to a trade or
business activity.

Line 11—Rents and Royalties. Enter
rents and royalties paid on business
property used in a trade or business
activity. Do not deduct rent for a dwelling
unit occupied by any partner for personal
use.

Line 12—Taxes and Licenses. Enter
taxes and licenses paid or incurred in the
trade or business activities of the
partnership if not reflected in cost of
goods sold. Federal import duties and
Federal excise taxes are deductible only
if paid or incurred in carrying on the trade
or business of the partnership.

Do not deduct the following taxes on
line 12:
® Federal income taxes or taxes reported
elsewhere on the return.

e Section 901 foreign taxes. Report these
taxes separately on Schedules C-2 and
Line 13—Interest. Include only interest
incurred in the trade or business activities
of the partnership that is not claimed
elsewhere on the return.
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Line 14—Depreciation. On line 14a,
enter only the depreciation claimed on
assets used in a trade or business
activity. Enter on line 14b the depreciation
reported elsewhere on the return that is
attributable to assets used in trade or
business activities. Attach Form 4562,
Depreciation and Amortization, if required.
Do not include any section 179
expense deduction on this line. This
amount is not deducted by the
partnership. Instead, it is passed through
to the pariners.
Line 15—-Depletion. If the partnership
claims a deduction for timber depletion,
complete and attach Form T, Forest
Activities Schedules, if required.
Caution: Do not deduct depletion for oil
and gas properties. Each partner figures
depletion on oil and gas properties.
Line 16—Other Deductions. Attach
your own schedule, listing by type and
amount, al allowable deductions related
to a trade or business activity for which
there is no separate line on Schedule B.
Enter the total on this line. Do not include
items that must be reported separately on
Schedules C—-1 and G-1. ltems that must
be reported on line 16 include deductions
related to repairs and maintenance,
retirement plans and employee benefit
plans.

Schedule C-1
Partners' Shares of income,
Credits, Deductions, Etc.

All Category (1) filers must complete
Schedule C-1. Lines 1 through 21 are the
same for both Schedule C-1 and
Schedule G-1 (see page 7). Schedule C-1
is a summary schedule of all of the
partners' shares of the partnership
income, credits, deductions, etc.
Schedule G-1 is a summary schedule of
a specific partner's share of the
partnership income, credits, deductions,
etc.

Although the partnership is not subject
to income tax, the partners are liable for
tax on their shares of the partnership
income, whether or not distributed, and
must include their shares on their tax
returns. Allocations of income, gain,
losses, deduction or credits among the
partners generally should be made
according to the partnership agreement.
See also section 704 and the regulations
thereunder.

See the instructions to Schedule B on
page 4 regarding the reporting of amounts
in functional currency and U.S. dollars.
Line 1— Ordinary Income (Loss) from
Trade or Business Activities. Enter the
amount from Schedule B, line 18. Enter
the income or loss without reference to
the basis of the partners' interests in the
partnership, the partners' at-risk
limitations or other determinations that
should be made at the partner level. If the
partnership has more than one trade or
business activity, identify on an
attachment to the schedule the amount
from each separate activity.
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Line 2—Net Income (Loss) from Rental
Real Estate Activities. Report the net
income or loss from rental real estate
activities. Attach Form 8825, Rental Real
Estate Income and Expenses of a
Partnership or an S Corporation, if
required. If the partnership has more than
one rental real estate activity, identify on
an attachment to Schedule C-1 the
amount attributable to each activity.

Line 3—Net Income (Loss) from Other
Rental Activities. Report net income or
loss from rental activities other than real
estate activities. Attach a schedule
reporting gross income and expenses
from such activities.

Line 4—Portfolio Income (Loss). Enter
gross portfolio income (loss) on lines 4a
through 4f. Generally, portfolio income
includes all gross income, other than
income derived in the ordinary course of
a trade or business, that is attributable to
interest, dividends, royalties, income from
a real estate investment trust, income
from the disposition of property that
produces income of a type defined as
portfolio income and income from the
disposition of property held for
investment.

Lines 4a and b. Enter only taxable
interest and dividends on these lines.

Lines 4d, 4e(1) and (2). Enter on line
4d the gain (loss) from line 5 of Schedule
D of Form 8865 plus any short-term
capital gain or loss that is specially
allocated to partners. Enter on line 4e(1)
the gain (loss) from line 11 of Schedule
D of Form 8865 plus any 28% rate gain
(toss) that is specially allocated to
partners, Enter on line 4e(2) the gain
(loss) from line 12 of Schedule D of Form
8865 plus any long-term gain (loss) that
is specially allocated to partners.

Line 4f. Report and identify other
portfolio income or loss on an attachment
for line 4f.

Line 7— Other Income (Loss). Use line
7 to report other items of income, gain or
loss not included on lines 1 through 6. If
the partnership has more than one
activity, identify on an attachment the
amount and the activity to which each
amounts relates. ltems to report on line 7
include specially allocated ordinary gain
(loss), any net gain or loss from section
1256 contracts, and any income, gain or
loss to the partnership under section
751(b).

Line 8—Charitable Contributions.
Report the total amount of charitable
contributions made by the partnership on
Schedule C-1. Report the partner's
distributive share on Schedule G-1.
Attach Form 8283, Noncash Charitable
Contributions if required.

Line 9—Section 179 Expense
Deduction. A partnership may elect to
expense part of the cost of certain
tangible property the partnership
purchased this year for use in its trade or
business or certain rental activities. See
Pub. 946, How to Depreciate Property
and Form 4562 for more informaticn on
the type of property that qualifies for the
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expense deduction and limitations on its
amount.

Line 10—Deductions Related to
Portfolio Income. Enter on line 10 and
attach an itemized list of the deductions
clearly and directly allocable to portfolio
income other than interest expense
(which should be considered investment
interest expense and reported on line14a)
and section 212 expenses from a REMIC
(which should be reported on an
attachment for line 4f).

Line 11—Other Deductions. Use line
11 to report deductions not included on
line 8, 9, or 10. On an attachment, identify
the deduction and amount, and if the
partnership has more than one activity,
the activity to which the deduction relates.
Line 12—Credits Related to Real Estate
Activities. Report the total credits related
to real estate including the low-income
housing credit, qualified rehabilitation
expenditures related to rental real estate
activities and other credits related to
rental real estate activities. On the dotted
line to the left to the entry space for line
12, identify the type of credit. If there is
more than one type of credit, or if the
credit is from more than one activity,
report this information separately for each
credit or activity as an attachment to
Schedules C-1 and G-1.

Line 13—Other Credits. Report any
other credit, except for credits on line 12
and foreign tax credits. On the dotted line
to the left of the entry space for line 12,
identify the type of credit. If there is more
than one type of credit, or if the credit is
from more than one activity, report this
information separately for each credit or
activity as an attachment to Schedules
C-1 and G-1.

Line 14—Investment Interest.

Line 14(a)—interest expense on
investment debts. Include on this line
interest paid or accrued on debt properly
allocable to property held for investment.
Property held for investment includes
property that produces income (unless
derived in the ordinary course of a trade
or business) from interest, dividends,
annuities or royalties; and gains from the
disposition of property that produces
those types of income or is held for
investment. Investment interest does not
include interest expense allocable to a
passive activity.

Lines 14b(1) and 14b(2)—Investment
income and expenses. Enter on line
14b(1) only the investment income
included on lines 4a, 4b, 4c, and 4f of
Schedule C-1. Enter on line 14b(2) only
the investment expense included on line
10 of Schedule C-1.

If there are other items of investment
income or expense included in the
amounts that are required to be passed
through separately to the partner on
Schedule G-1, such as net short-term
capital gain or toss, net long-term capital
gain or loss and other portfolio gains and
losses, these amounts should be
igentified on an attachment to Schedule

-1.
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Line 15 —Adjustments and Tax
Preference ltems. Enter items of income
and deductions that are adjustments or
tax preference items. See Form 6251,
Alternative Minimum Tax—Individuals;
Form 4626, Alternative Minimum
Tax—Corporations; or Schedule | of
Form 1041, U.S. Income Tax Return for
Estates and Trusts, for more information.
Line 19—Nondeductible Expenses.
Enter on line 19 nondeductible expenses
paid or incurred by the partnership. Do not
include separately stated deductions
shown elsewhere on Schedule C-1,
capital expenditures, or items the
deduction for which is deferred to a later
tax year.

Line 20—Distributions of Money (Cash
and Marketable Securities). Enter on
line 20 the total distributions of cash and
marketable securities that are treated as
money under section 731(c)(1). If an
amount on line 20 includes marketable
securities treated as money, separately
state on an attachment to Schedule C-1,
the partnership's adjusted basis of those
securities immediately before the
distribution and the fair market value of
those securities on the date of distribution
(excluding the distributee partner's share
of the gain on the securities distributed to
that partner).

Line 22-—Other items Required to be
Separately Reported. Attach a schedule
to report the partnership's total income,
expenditures, or other information that is
required to be separately reported to
partners. ltems to report include earnings
from self-employment.

Line 23—Dual Consolidated Loss.
Indicate whether the partnership incurred
a loss that is a dual consolidated loss
under section 1503(d). See Regulations
section 1.1503-2 for more information on
dual consolidated losses.

Line 24—Separate Units. Indicate
whether the partnership owned any
interest in a “separate unit.” In general, a
separate unit is (1) a foreign branch that
is owned directly by a domestic
corporation or indirectly by a domestic
corporation through a partnership or trust
interest, (2) an interest in a partnership,
or (3) an interest in a trust. See
Regulations section 1.1502—(c)(3) for
more information on separate units.
Attach a schedule identifying each
separate unit owned, the type of separate
unit, and its country of operation.

Schedule C-2
Partners' Shares of Foreign Tax
Credit ltems

Lines 1 through 5 are the same for
Schedule C-2 and Schedule G-2 (see
page 7).

In general, all Category (1) filers must
complete Schedule C-2. This schedule
must be completed whether or not a
partner is eligible for the foreign tax credit
if the foreign partnership has foreign
income, deductions or losses, or has paid
or accrued foreign taxes. In addition to the
instructions below, see Form 1116,
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Foreign Tax Credit— Individual, Estate,
Trust or Nonresident Alien Individual,
Form 1118, Foreign Tax Credit—
Cormoration, and the related instructions
for more information.

Line 1— Gross income sourced at
partner level. Enter in column (d) the
total gross income of the partnership that
is required to be sourced at the partner
level. For example, see section 865(i).
Line 2—Gross income sourced at
partnership level. Report all gross
income that is sourced at the partnership
level on line 2. For purposes of this line,
report the foreign-source gross income
according to the separate limitation
categories described in section 904(d).
These limitation categories are:

® Passive income;

® High withholding tax interest;

® Financial services income;

e Shipping income;

e Dividends from each noncontrolled
section 902 corporation;

¢ Dividends from a domestic international
sales corporation (DISC) or a former
DISC;

e Distributions from a foreign sales
corporation (FSC) or a former FSC;

® Taxable income attributable to foreign
trade income (within the meaning of
section 923(b));

® [ncome from certain sanctioned
countries (see section 901(j)(2)); and

e General limitation income (alt other
income from sources outside the U.S.
including income from sources within U.S.
possessions).

Separately report the gross amounts of
foreign-source general limitation income,
passive income and financial services
income in columns (a), (b) and (c)
respectively. If the partnership had U.S.
source income, or foreign-source income
from any of the other limitation categories,
enter the total amount of such income in
column (d). Attach a schedule reporting
the gross amount of U.S. source income
and detailing foreign-source income in
each of the respective limitation
categories.

Line 3—Deductions Allocated and
Apportioned at Partner Level.

Line 3a. In column (d) enter the total
interest expense (including interest
equivalents under Temporary Regulations
section 1.861-9T(b)) other than interest
specifically allocated and apportioned
under Temporary Regulations section
1.861-10T.

Line 3b. In column (d) enter the total
of all other deductions or losses that
should be allocated and apportioned at
the partner level. For example, see
Regulations section 1.861-17(f).

Line 4—Deductions allocated and
apportioned at partnership level.
Report all deductions that are allocated
and apportioned at the partnership level
on line 4. For purposes of this line, report
foreign-source deductions according to
the separate limitation categories
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described in section 904(d). See line 2
above for a description of the limitation
categories.

Separately report deductions allocated
and apportioned to the general limitation
income, passive income and financiai
services income limitation categories in
columns (a), (b), and (c) respectively. If
the partnership incurred deductions
allocated and apportioned to U.S. source
income, or foreign-source income from
any of the other limitation categories,
enter the total amount of such deductions
in column (d). Attach a schedule
reporting the total amounts of deductions
aliocated and apportioned to U.S. source
income and reporting the amount of the
deductions in each of the respective
limitation categories.

Line 5—Creditable foreign taxes. Enter
in U.S. dollars the creditable foreign taxes
(described in section 901 or section 903)
that were paid or accrued by the
partnership to foreign countries or U.S.
possessions. Translate these amounts
into U.S. dollars by using the rates
specified in section 986. Taxes for which
a credit is not allowed include:

® Certain taxes paid on distributions from
possessions corporations (section
901(g));

e Taxes paid on foreign trade income
(section 901(h));

e Certain taxes used to provide subsidies
(section 901(i));

® Taxes denied due to the holding period
requirement of section 901(k);

® Taxes paid or accrued to a foreign
country or U.S. possession on taxable
income that is taken into account in
computing the possessions corporation
tax credit described in section 936 or 30A
(section 936(c));

® Taxes attributable to income excluded
under section 814(a)(relating to
contiguous country branches of domestic
life insurance companies)(section 814(f));
e Certain taxes on foreign oil related
income (section 907(b)); and

® Taxes not legally owed because of a
reduced rate under a treaty.

Separately report taxes allocated and
apportioned to the general limitation
income, passive income, and financial
services income limitation categories in
columns (a), (b) and (c) respectively. if the
partnership incurred taxes allocated and
apportioned to U.S. source income, or
foreign-source income from any of the
other limitation categories, enter the total
amount of such taxes in column (d).
Attach a schedule reporting the total
amount of taxes allocated and
apportioned to U.S. source income and
reporting the amount of the taxes in each
of the respective limitation categories.

Attach a schedule that shows the dates
the taxes were paid or accrued, the
foreign country to whom the taxes were
paid or accrued, the translation rates
used, and the amounts in both foreign
currency and U.S. dollars, as follows:

® Taxes withheld at source on interest.
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® Taxes withheld at source on dividends.
® Taxes withhold at source on rents and
royalties.

® Other foreign taxes paid or accrued.

In addition, attach a schedule that
shows creditable taxes included on line 5
that are subject to reduction. Taxes
subject to reduction include:
¢ Taxes on foreign mineral income
{section 901(e)); and
¢ Taxes on foreign oil and gas extraction
income (section 907(a)).

Schedule D
Capital Gains and Losses

All Category (1) filers must complete
Schedule D. Use Schedule D to report
sales or exchanges of capital assets,
capital gain distributions and nonbusiness
bad debts.

Do not report on Schedule D capital
gains (losses) specially allocated to any
partners. Enter capital gains (losses) of
the partnership that are specially
allocated to partners directly on line 4d,
4e(1), 4e(2), or 7 of Schedules C-1 and
G-1, whichever applies.

Enter capital gains (losses) specially
allocated to the partnership as a partner
in other partnerships and from estates
and trusts on Schedule D line 4 or 9,
whichever applies.

Schedule E-1
Balance Sheet

All Category (1) filers must complete
Schedule E-1. Schedule E-1 requires a
balance sheet prepared and translated
into dollars in accordance with U.S.
GAAP.

Exception. If the partnership or any
qualified business unit of the partnership
uses the United States dollar approximate
separate transactions method (DASTM),
Schedule E-1 should reflect the tax
balance sheet prepared and translated
into U.S. dollars according to Regulations
section 1.985-3(d).

Line 6— A subsidiary is any corporation
that is controlled by the partnership.

Schedule E-2
Balance Sheet for Interest
Allocation

In general, all Category (1) filers must
complete Schedule E-2. Schedule E-2
should reflect the tax book values of the
partnership's assets as described in
Temporary Regulations sections
1.861-9T(g)(2) and 1.861-12T. Assets
should be characterized as U.S. assets
or foreign assets in one or more separate
limitation categories as provided in
Temporary Regulations sections
1.861-9T(g)(3) and 1.861-12T. The
balance sheet should be prepared in the
partnership's functional currency and
translated into U.S. dollars in accordance
with Temporary Regulations section
1.861-9T(g)(2)(ii).
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Exception: If the partnership or any
qualified business unit of the partnership
uses DASTM, Schedule E-2 should reflect
the tax balance sheet prepared and
translated into U.S. dollars according to
Temporary Regulations section 1.985-3T.
See Temporary Regulations section
1.861-9T(g)(2)(ii)(A)(2) for more
information on DASTM.

Line 1— Report total U.S. assets.

Line 2— Report total foreign assets
according to the separate limitation
categories described in section 904(d).
(See the instructions to line 2 of Schedule
C-2 for more information on the different
limitation categories). To the extent
assets should be classified by a limitation
category not listed on Schedule E-2,
report the totals in line 2c, and attach a
statement detailing such information.

Schedule F-1

Reconciliation of Income (Loss)
per Books With Income

(Loss) per Return

All Category (1) filers must complete
Schedule F-1, which requires a statement
prepared in the partnership's functional
currency and in U.S. dollars.

Line 3—Guaranteed Payments. Include
on this line guaranteed payments shown
on Schedule C-1, line 5 (other than
amounts paid for insurance that
constitutes medical care for a partner, a
partner's spouse, and a partner's
dependents).

Schedule F-2
Analysis of Partner's Capital
Accounts

All Category (1) filers must complete
Schedule F-2. Show what caused the
changes in the partners' capital accounts
as reflected on the partnership's books
and records. All items must be reported
in the partnership's functional currency
and in U.S. dollars.

The partnership may, but is not
required to, use the rules in Regulations
section 1.704-1(b)(2)(iv) to determine the
partners' capital accounts. If the
beginning and ending capital accounts
reported under these rules differ from the
amounts reported on Schedule E-1,
attach a statement reconciling any
differences.

Line 2—Capital Contributed During the
Year. Include on line 2 the amount of
money and property contributed by each
partner to the partnership as reflected on
the partnership's books and records.

Line 3—Net Income per Books. Enter
on line 3 the partnership's net income
(loss) per books, from Schedule F-1, line
1

Line 6—Distributions.

Line 6a. Enter the total amount of
money distributed to each partner by the
partnership.

Line 6b. Enter the total amount of
property distributed to each partner by the
partnership as reflected on the
partnership's books and records.
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Schedule G-1
Summary of Partner's income from
Foreign Partnership

All Category {1) and (2) filers must
complete Schedule G-1. In addition, each
Category (1) filer is also required to attach
a separate Schedule G-1 for each U.S.
person who directly owns at least a
10-percent interest in the partnership.
However, columns (a) through (e) must
be completed by or on behaif of a
controlling partner.

Lines 1 through 21 are the same for
both Schedule C-1 and Scheduie G-1,
except G-1 should contain information
about the partner's distributive share of
the requested information. See
instructions under Schedule C-1 for more
information on completing this schedule.
Provide the partner's year-end percentage
interest in partnership profits, capital,
losses and deductions. Attach a schedule
describing in detail any special allocations
to the partner.

Line 23—Supplemental Information.
Enter on the line 23 (or on an attached
schedule if more space is needed), each
item that must be reported on this
schedule in detail. Identify the applicable
line number next to the information
entered in the supplemental information
space. Show income and gains as a
positive number and losses in
parentheses. Show any other information
that may be needed to file an income tax
return that is not shown anywhere else
on this schedule.

Include information about the partner's
share of gross income from each
property, share of production for the tax
year, etc., needed to figure the partner's
depletion deduction for oil and gas wells.
The partnership cannot deduct depletion
on oil and gas wells and the partner must
determine the allowable amount to report
on his or her return. See Pub. 535,
Business Expenses, for more information.

Schedule G-2
Partners' Shares of Foreign Tax
Credit

All Category (1) and (2) filers must
complete Schedule G-2. In addition, each
Category (1) filer also is required to
attach a separate schedule G-2 for each
U.S. partner who owns at least a
10-percent interest in the partnership.

Follow the instructions for Schedule
C-2 in completing this schedule. This
schedule must be completed whether or
not a partner is eligible for the foreign tax
credit if the foreign partnership has foreign
income, deductions or losses or has paid
or accrued foreign taxes.

Schedule H

Transactions Between Controlled
Foreign Partnership and Partners
or Other Related Entities

All Category (1) filers must complete
Schedule H and report all transactions of

the foreign partnership’s annual
accounting period ending with or within
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the U.S. person's tax year. In addition, a
separate schedule H should be completed
for each controlling partner on whose
behalf the return is being filed.

All Category (2) filers are required to
complete items (a), (b), and (c), of
Schedule H. Category (2) filers do not
have to complete item (d).

Column a. Use column (a) to report
transactions between the foreign
partnership and the filer.

Lines 6 and 16. Report on these lines
distributions received and paid by the
foreign partnership.

Lines 20 and 21. Lines 20 and 21
request the largest outstanding balances
during the year of gross amounts
borrowed from, and gross amounts lent
to, the related parties described in
columns (a) through (d). Do not enter
aggregate cash flows, year-end loan
balances, average baiances, or net
balances. Do not include open account
balances resulting from sales and
purchases reported under other items
listed on Schedule H that arise and are
collected in full in the ordinary course of
business.

Schedule |
Transfers of Property to a Foreign
Partnership

Part Il is used to report the transfer of
propenty to a foreign partnership. Part lil
is used to report the subsequent transfer
of certain items of such property by the
partnership. Every U.S. person described
in Category (4) must complete Schedule
l

Part I. List the name, address, and
identification number (if any) of each
partner in the partnership. If you only
contribute cash (and no other property) to
the partnership, and immediately after the
transfer you own less than a 10—percent
interest in the partnership, you are not
required to complete Part 1.

Part ll. Provide the information required
in columns (a) through (g) with respect to
each contribution of property to a foreign
partnership. If you contributed property
with a fair market value in excess of your
adjusted basis in the property (section
704(c) property), or intangible property,
provide the information required in
columns (a) through (g) separately with
respect to each item of property
transferred (except to the extent you are
allowed to aggregate the property under
Regulations section 1.704-3(e)(2), (3),
and (4)). Provide a general description of
each such item of property in the
Supplemental Information Required to
be Reported section. For all other
property contributed, aggregate by the
categories listed in Part Il. See
Regulations section 1.704-3(a)(3) for
more information on the definition of
section 704(c) property.

Column (a). Enter the date of the
transfer. If the transfer was comprised of
a series of transactions over multiple
dates, enter the date the transfer was
completed.
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Column (b). Enter the number of items
of property transferred.

Column (c). Enter the fair market
value of the property contributed
(measured as of the date of the transfer).

Column (d). Enter your adjusted basis
in the property contributed on the date of
the transfer. See sections 1011 through
1016 for more information on the
determination of adjusted basis.

Column (e). If you contributed section
704(c) property, enter the method
(traditional, traditional with curative
allocations, or remedial) used by the
partnership to make section 704(c)
allocations with respect to each item of
property. See Regulations section
1.704-3(b), (¢), and (d) for more
information on these allocation methods.

Column (f). Enter the amount of gain,
if any, realized on the transfer. See
sections 721(b) and 904(f)(3).

Column (g). Enter your percentage
interest in the partnership immediately
after the transfer. To the extent your
percentage interest in the partnership
differs among capital, profits, losses, or
deductions, enter “See Below” and state
the different percentages in the
Supplemental Information Required to
be Reported section.

Supplemental information required
to be reported. Enter any information
required to be reported in Part Il in greater
detail. Identify the applicable column
number next to the information entered in
this section. In addition, if you contributed
property to a foreign partnership as part
of a wider transaction, briefly describe the
entire transaction.

Part . Part It is used to report the
disposition by a foreign partnership of
section 704(c) property previously
contributed by a U.S. person. if you are
a partner in a foreign partnership that has
disposed of section 704(c) property
(including any disposition in a
nonrecognition transaction) previously
contributed by you, enter the information
required in Part Il If the partnership
disposes of the property in a
nonrecognition transaction and receives
in exchange substituted basis property
with built-in gain, you must also report the
disposition of the substituted basis
property in the same manner as provided
for the contributed property. See section
7701(a)(42) for the definition of
substituted basis property and
Regulations section 1.704-3(a)(8) for
more information.

Column (a). Provide a brief description
of the property disposed of by the
partnership. If you are reporting the
disposition of substituted basis property
received by the partnership in a
nonrecognition transaction in exchange
for section 704(c) property previously
contributed by you, enter “See Attached”
and attach a schedule providing brief
descriptions of both the section 704(c)
property contributed by you to the
partnership and the substituted basis
property received by the partnership in

27

exchange for the section 704(c) property.
See Proposed Regulations section
1.6038B-2(a)(2)(ii).

Column (b). Enter the date that you
transferred this property to the
partnership. If you are reporting the
disposition of substituted basis property
received by the partnership in a
nonrecognition transaction in exchange
for section 704(c) property previously
contributed by you, enter “See Attached”
and attach a schedule showing both the
date you transferred the section 704(c)
property to the partnership and the date
the partnership exchanged the section
704(c) property for substituted basis
property in a nonrecognition transaction.
See Proposed Regulations section
1.6038B-2(a)(2)(ii).

Column (c). Enter the date that the
partnership disposed of the property.

Column (d). Briefly describe how the
partnership disposed of the property (for
example, by sale or exchange).

Column (e). Enter the amount of gain,
if any, recognized by the partnership on
the disposition of property.

Column (f). Enter the amount of
depreciation recapture, if any, recognized
by the partnership on the disposition of
property. See Regulations section
1.1245-1(e) and 1.1250-1(f).

Column (g). Enter the amount of gain
from column e allocated to you.

Column (h). Enter the amount of
depreciation recapture from column (f)
allocated to you. See Regulations
sections 1.1245-1(e) and 1.11250-1(f). If
you recognize any section 1254 recapture
on the partnership's disposition of
property, enter “See Attached” and attach
a schedule calculating the amount of
recapture. See Regulations section
1.1254-5.

Part IV. If gain recogniton was required
with respect to any transfer reported in
Part Il under section 904(f)(3) and
(H(5)(F), attach a schedule identifying the
transter and the amount of gain
recognized.

Schedule J

Acquisitions and Dispositions of,
and Changes in, Interests in a
Foreign Partnership

Schedule J is used to report the
acquisition or disposition of, or change in,
an interest in a foreign partnership. Every
U.S. person described in Category (4)
must complete Schedule J.

Note: The disposition of an interest in a
foreign partnership may constitute a
triggering event for dual consolidated
losses under Regulations section
1.1503-2(g)(2)(iii). See Regulations
section 1.1503-2 for more information
regarding dual consolidated losses.

Part | Part | is completed by U.S. persons
who must report transactions because
they acquired at least a 10-percent
interest in a foreign partnership. In the
case of an indirect acquisition of a
10-percent interest (for example, an
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acquisition of a 10-percent interest by a
foreign corporation wholly owned by a
U.S. person), provide details of the
transaction in Part {V, including the
identity of the direct transferee.

Column (a). Enter the name, address,
and identifying number (if any), of the
person from whom you acquired the
interest in the partnership.

Column (b). Enter the date of the
acquisition. If the acquisition was
comprised of a series of transactions over
multiple dates, enter the date the
acquisition was completed.

Column (c). Enter the fair market
value of the interest you acquired in the
partnership (measured as of the date of
acquisition).

Column (d). Enter your basis in the
interest in the partnership that you
acquired (measured as of the date of
acquisition). See sections 722 and 742.

Columns (e) and (f). Enter your
percentage interest in the partnership
both before and immediately after the
acquisition. To the extent your percentage
interest in the partnership differs among
capital, profits, losses, or deductions,
enter “See Below” and state the different
percentages in Part IV.

Part ll. This section is completed by
partners who must report transactions
because they disposed of at least a
10-percent interest in a foreign
partnership. Indicate in Part IV whether a
statement required by Regulations section
1.751-1(a)(3) was filed with respect to the
disposition.

Column (a). Enter the name, address,
and identifying number (if any), of the
person to whom you disposed of the
interest in the foreign partnership.

Column (b). Enter the date of the
disposition. If the disposition was
comprised of a series of transactions over
muitiple dates, enter the date the
disposition was completed.
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Column (c). Enter the FMV the
interest you disposed of in the partnership
(measured as of the date of disposition).
If you recognized gain or loss on the
disposition, state the amount of gain or
loss in Part IV. See section 741.

Column (d). Enter your adjusted basis
in the interest in the partnership that you
disposed of (measured immediately
before the disposition). See section 705.

Columns (e) and( f). Enter your
percentage interest in the partnership
both before and immediately after the
disposition. To the extent your percentage
interest in the partnership differs among
capital, profits, losses, or deductions,
enter “See Below” and state the different
percentages in Part V.

Part Il. This section is completed by
partners who must report a change in
their proportional interest in a foreign
partnership because it is equivalent to at
least a 10-percent change.

Column (a). Briefly describe the event
that caused your interest in the
partnership to change (for example, the
admission of a new partner), and provide
any additional information about the event
in Part IV. In the case of a change in an
interest held indirectly, provide the identity
of the direct partner.

Column (b). Enter the date of the
change. If the change resulted from a
series of transactions over multiple dates,
enter the date the change was completed.

Column (c). Enter the FMV of your
interest in the partnership (measured as
of the date of change).

Column (d). Enter the adjusted basis
of your interest in the partnership
(measured as of the date of change). See
section 705.

Columns (e) and (f). Enter your
percentage interest in the partnership
both before and immediately after the
change. To the extent your percentage
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interest in the partnership differs among
capital, profits, losses, or deductions,
enter “"See Below” and state the different
percentages in Part V.

Part IV. Part IV must be completed by
all Category (4) filers. Enter any
information asked for in Part |, Part ll, or
Part Hl that must be reported in detail.
Identify the applicable Part number and
column next to the information entered in
Part IV.

Paperwork Reduction Act Notice. We
ask for the information on this form to
carry out the Internal Revenue laws of the
United States. You are required to give
us the information. We need it to ensure
that you are complying with these laws
and to allow us to figure and collect the
right amount of tax.

You are not required to provide the
information requested on a form that is
subject to the Paperwork Reduction Act
unless the form displays a valid OMB
control number. Books or records relating
to a form or its instructions must be
retained as long as their contents may
become material in the administration of
any Internal Revenue law. Generally, tax
returns and return information are
confidential, as required by section 6103.

The time needed to complete and file
this form will vary depending on individual
circumstances. The estimated average
time is: Recordkeeping XX hr., XX min.,
and Preparing and sending the form to
the IRS XX min. If you have comments
concerning the accuracy of these time
estimates or suggestions for making this
form simpler, we would be happy to hear
from you. You can write to the Tax Forms
Committee, Western Area Distribution
Center, Rancho Cordova, CA
95743-0001. DO NOT send the tax form
to this address. Instead, see When and
Where to file on page 2.
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Codes for Principal Business Activity and Principal Product or Service

This list of Principal Business Activities and their
associated codes is designed to classify an
enterprise by the type of activity in which it is
engaged to facilitate the administration of the
Intemal Revenue Code. For tax years beginning
after 1997, these Principal Business Activity
Codes are based on the North American Industry

Classification System.

Using the list of activities and codes below,
determine from which activity the business
derives the largest percentage of its “total
receipts.” Total receipts is defined as the sum of
gross receipts or sales (Schedule B, line 1a), all
other income (Schedule B, lines 4 through 6),
and income (receipts only) reflected on Schedule
C-1, lines 2, 3, and 4a through 4f. If the
business purchases raw materials and supplies

them to a subcontractor to produce the finished
product, but retains title to the product,

the business is considered a manufacturer and
must use one of the manufacturing codes
(311110-339900).

Once the Principal Business Activity is
determined, enter the six-digit code from the list
below on page 1, item 2f. Also enter a brief
description of the business activity in item 2g.

Agriculture, Forestry, Fishing
and Hunting
Code

Crop Production

111100 Oilseed & Grain Farming
111210 Vegstable & Melon Farming
(including potatoes & yams)
Fruit & Tree Nut Farming
Greenhouse, Nursery, &
Floriculture Production

Other Crop Farming (including
tobacco, cotton, sugarcane,
hay, peanut, sugar beet & all
other crop farming)

Animal Production

112111 Beef Cattle Ranching &
Farming

Cattle Fesdlots

Dairy Cattle & Milk Production
Hog & Pig Farming

Poultry & Egg Production
Sheep & Goat Farming
Animal Aquaculture (including
shelifish & finfish farms &
hatcheries)

112900 Other Animal Production

Forestry and Logging

113110 Timber Tract Operations

113210 Forest Nurseries & Gathering
of Forest Products

113310 Logging

Fishing, Hunting and Trapping

114110 Fishing

114210 Hunting & Trapping

Support Activities for Agriculture and

Forestry

115110 Support Activities for Crop

111300
111400

111800

112112
112120
112210
112300
112400
112510

Code

Heavy Construction

234100 Highway, Street, Bridge, &
Tunnel Construction

234900 Other Heavy Construction

Special Trade Contractors

235110 Pilumbing, Heating, &
Air-Conditioning Contractors
Painting & Wall Covering
Contractors

Electrical Contractors
Masonry, Drywall, Insulation,
& Tile Contractors

Carpentry & Floor Contractors
Roofing, Siding, & Sheet
Metal Contractors

Concrete Contractors

Water Well Drilling
Contractors

Other Special Trade
Contractors

235210

235310
235400

235500
235610

235710
235810

235900

Manufacturing

Food Manufacturing

311110 Animal Food Mfg

311200 Grain & Qilseed Milling
311300 Sugar & Confectionery
Product Mfg

Fruit & Vegetable Preserving
& Specialty Food Mfg

Dairy Product Mfg

Animal Slaughtering &
Processing

Seafood Product Preparation
& Packaging

Bakeries & Tortilla Mfg
Other Food Mfg (including
coffee, tea, flavorings &
seasonings)

311400

311500
311610

311710

311800
311900

Code
321900 Other Wood Product Mfg

Paper Manufacturing
322100 Pulp, Paper, & Paperboard
Mills

322200 Converted Paper Product Mfg

Printing and Related Support

Activities

323100 Printing & Related Support
Activities

Petroleum and Coal Products

Manufacturing

324110 Petroleum Refineries
{including integrated)

324120 Asphalt Paving, Roofing, &
Saturated Materials Mfg

324190 Other Petroleum & Coal
Products Mfg

Chemical Manufacturing

325100 Basic Chemical Mfg

325200 Resin, Synthetic Rubber, &

Artificial & Synthetic Fibers &

Filaments Mfg

Pesticide, Fertilizer, & Other

Agricultural Chemical Mfg

Pharmaceutical & Medicine

325300
325410
325500 Paint, Coating, & Adhesive
Mfg

Soap, Cleaning Compound, &
Toilet Preparation Mfg

Other Chemical Product &
Preparation Mfg

Plastics and Rubber Products
Manufacturing

326100 Plastics Product Mfg

326200 Rubber Product Mfg
Nonmetallic Mineral Product

325600
325900

Code

Machinery Manufacturing
333100 »:friculture, Construction, &
ining Machinery Mfg
Industrial Machinery Mfg
Commercial & Service
Industry Machinery Mfg
Ventilation, Heating,
Air-Conditioning, &
Commercial Refrigeration
Equipment Mfg
Metalworking Machinery Mfg
Engine, Turbine & Power
Transmission Equipment Mfg
Other General Purpose
Machinery Mfg
Computer and Electronic Product
Manufacturing
334110 Computer & Peripheral
Equipment Mfg
Communications Equipment

333200
333310

333410

333510
333610

333900

334200

334310
334410

9
Audio & Video Equipment Mfg
Semiconductor & Other
Electronic Component Mfg
Navigational, Measuring,
Electromedical, & Controt
Instruments Mfg
Manufacturing & Reproducing
Magnetic & Optical Media
Electrical Equipment, Appliance, and
Component Manufacturing
335100 E/Il?ctric Lighting Equipment

g
Household Appliance Mfg
Electrical Equipment Mfg
Other Electrical Equipment &
Component Mfg
Transportation Equipment

334500

334610

335200
335310
335900

Production (including cotton Manufacturing Manufacturing
ginning, soil preparation, Beveraget\‘I and Tobacco Product 327100 Clay Product & Refractory 336100 Motor Vehicle Mfg
planting, & cultivating) Manufacturing Mfg 336210 Motor Vehicle Body & Trailer
115210 Support Activities for Animal 312110 Soft Dr!nk & Ice Mfg 327210 Glass & Glass Product Mfg Mfg
Production 312120 Breweries 327300 Cement & Concrete Product | 336300 Motor Vehicle Parts Mfg
115310 Support Activities For 312130 Wineries Mfg 336410 Aerospace Product & Parts
Forestry 312140 Distilleries ) 327400 Lime & Gypsum Product Mfg Mig
Minin g 312200 Tobacco Manufacturing 327900 Other Nonmetallic Mineral 336510 Railroad Rolling Stock Mfg
‘ . Toxtile Milis and Textile Product Product Mfg 336610 Ship & Boat Building
211110 Oil & Gas Extraction Milis Primary Metal Manufacturing 336990 Other Transportation
212110 Coal Mining 313000 Textile Mills 331110 lron & Steel Mills & Ferroalloy Equipment Mfg
212200 Metal Ore Mining 314000 Textile Product Mills Mt Furniture and Related Product
212310 Stone Mining & Quarrying | Apparel Manufacturing 331200 Steel Product Mfg from Manufacturing
212320 Sand, Gravel, Clay, & Ceramic | 315100 Appare! Knitting Mills Purchased Steel 337000 Furniture & Related Product
g Sﬂ?&fﬁg Minerals Mining | 315310 Gut & Sew Apparel 331310 élurgina .Y pgugﬁnum Manufacturing
_ . Contractors roduction rocessing Mi :
212390 Other Nonmetallic Mineral 315220 Men’s & Boys’ Cut & Sew 331400 Nonferrous Metal (except 33';;::38';:;%: gml:ifagzr:;nf
Mining & Quarrying Apparel Mfg Aluminum) Production & Supplies 'afgp
213110 Support Activities for Mining 315230 Women's & Girls' Cut & Sew Proces;mg 339900 Other Miscsllaneous
Utilities Apparel Mfg 331500 Foundries Manutacturing
) X 315290 Other Cut & Sew Apparel Mfg | Fabricated Metal Product
221100 !%l;%t;ﬁiggév:r&G&ggrimg}‘ 315990 Apparel Accessories & Other ggazr;t;foact;rmg &S Wholesale Trade
& Distri Apparel Mfg orging & Stamping Wholesale Trade, Durable Goods
221210  Natural Gas Distribution Leather and Allied Product 332210 Cutlery & Handtool Mfg 421100 Motor Vehicle & Motor Vehicle
221300 \g/atter, Sewage & Other Manufacturing 332300 Architectural & Structural Parts & Supplies Wholesalers
ystems 316110 Leather & Hide Tanning & Metals Mfg o 421200 Furniture & Home Furnishing
c R Finishing 332400 Boiler, Tank, & Shipping Wholesalers
onstruction - ; Container Mfg ;
o i 316210 Footwear Mfg (including 421300 Lumber & Other Construction
Building, Developing, and General rubber & plastics) 332510 Hardware Mfg Materials Wholesalers
Contracting o 316990 Other Leather & Allied 332610 Spring & Wire Product Mfg 421400 Professional & Commercial
233110 LDandISubdlvrtsmn & Land Product Mg 332700 Machine Shaps; Turned Equipment & Supplies
233200 ReV%l)ptmt'?ré i Wood Product Manufacturing rl"/lrfo duct; & Screw, Nut, & Bolt Wholesalers
esidential Building 321110 Sawmills & Wood 9 ‘ 421500 Metal & Mineral (except
Construction - Proservation 332810 Coating, Engraving, Heat Petroleum) Wholesalers
233300 Nonresidential Building 321210 Veneer, Plywood, & Treating, & Allied Activities | 421600 Electrical Goods Wholesalers
Construction Enginesred Wood Product 332900 Other Fabricated Metal
¥ fg Product Mfg
Page 10
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Code
Wholesale Trade, Nondurabie Goods
422100 Paper & Paper Product
Wholesalers
Drugs & Druggists’ Sundries
Wholesalers
parel, Piece Goods, &
otions Wholesalers
Grocery & Related Product
Wholesalers
Farm Product Raw Material
Wholesalers
Chemical & Allied Products
Wholesalers
Petroleum & Petroleum
Products Wholesalers
Beer, Wine, & Distilled
Alcoholic Beverage
Wholesalers
Farm Supplies Wholesalers
Book, Periodical, &
Newspaper Wholesalers
Flower, Nursery Stock, &
Florists’ Supplies Wholesalers
Tobacco & Tobacco Product
Wholesalers
Paint, Varnish, & Supplies
Wholesalers
Other Miscellaneous
Nondurable Goods
Wholesalers

422210
422300
422400
422500
422600
422700
422800
422910
422920
422930
422940
422950
422990

Retail Trade

Motor Vehicle and Parts Dealers

441110 New Car Dealers

441120 Used Car Dealers

441210 Recreational Vehicle Dealers

441221 Motorcycle Dealers

441222 Boat Dealers

441229 Al Other Motor Vehicle

Dealers

Automotive Parts,

Accessories, & Tire Stores

Furniture and Home Furnishings

Stores

442110 Furniture Stores

442210 Floor Covering Stores

442291 Window Treatment Stores

442299 All Other Home Furnishings
Stores

Electronics and Appliance Stores

443111 Household Appliance Stores

443112 Radio, Television, & Other

Electronics Stores

Computer & Software Stores

Camera & Photographic

Supplies Stores

Building Material and Garden

Equipment and Supplies Dealers

444110 Home Centers

444120 Paint & Wallpaper Stores

444130 Hardware Stores

444190 Other Building Material

Dealers

Lawn & Garden Equipment &

Supplies Stores

Food and Beverage Stores

445110 Supermarkets and Other

Grocery {except Convenience)

Stores

Convenience Stores

Meat Markets

Fish & Seafood Markets

Fruit & Vegetable Markets

Baked Goods Stores

Confectionery & Nut Stores

All Other Specialty Food

Stores

445310 Beer, Wine, & Liquor Stores

Health and Personal Care Stores

446110 Pharmacies & Drug Stores

446120 Cosmetics, Beauty Supplies,

& Perfume Stores

Optical Goods Stores

Other Health & Personal Care

Stores

Gasoline Stations

447100 Gasoline Stations (including
convenience stores with gas)

441300

443120
443130

444200

445120
445210
445220
445230
445291
445292
445299

446130
446190

October 26, 1998

Code
Clothing and Clothing Accessories
Stores
448110
448120
448130

Men's Clothing Stores

Women's Clothing Stores

Children’s & Infants’ Clothing

Stores

Family Clothing Stores

Clothing Accessories Stores

Other Clothing Stores

Shoe Stores

Jewelry Stores

Luggage & Leather Goods

Stores

Sporting Goods, Hobby, Book, and

Music Stores

451110 Sporting Goods Stores

451120 Hobby, Toy, & Game Stores

451130 Sewing, Needlework, & Piece
Goods Stores

451140 Musical instrument & Supplies
Stores

451211 Book Stores

448140
448150
448190
448210
448310
448320

Code

Support Activities for Transportation

488100 Support Activities for Air

Transportation

Support Activities for Rail

Transportation

Support Activities for Water

Transportation

Motor Vehicle Towing

Other Support Activities for

Road Transportation

Freight Transportation

Arrangement

Other Support Activities for

Transportation

Couriers and Messengers

492110 Couriers

492210 Local Messengers & Local
Delivery

Warehousing and Storage

493100 Warehousing & Storage
(except lessors of
miniwarehouses & self-
storage units)

488210
488300

488410
488490

488510
488990

451212 News Dealers & N tands

451220 Prerecorded Tape, Compact
Disc, & Record Stores

General Merchandise Stores

452110 Department stores

452900 Other General Merchandise
Stores

Miscellaneous Store Retailers

453110 Florists

453210 Office Supplies & Stationery

Stores

Gift, Novelty, & Souvenir

Stores

Used Merchandise Stores

Pet & Pet Supplies Stores

Art Dealers

Manufactured (Mobile) Home

Dealers

All Other Miscellaneous Store

Retailers (including tobacco,

candle, & trophy shops)

Nonstore Retailers

454110 Electronic Shopping &

Mail-Order Houses

Vending Machine Operators

Heating Oil Dealers

Liquefied Petroleum Gas

(Bottled Gas) Dealers

Other Fuel Dealers

Other Direct Selling

Establishments (including

door-to-door retailing, frozen

food plan providers, party

453220

453310
453910
453920
453930

453990

454210
454311
454312

454319
454390

Information

Publishing Industries

511110 Newspaper Publishers

511120 Periodical Publishers

511130 Book Publishers

511140 Database & Directory
Publishers

511190 Other Publishers

511210 Software Publishers

Motion Picture and Sound Recording

Industries

512100 Motion Picture & Video
Industries (except video
rental

512200 Sound Recording Industries

Broadcasting and

Telecommunications

513100 Radio & Television
Broadcasting

513200 Cable Networks & Program

Distribution

Telecommunications

(including paging, cellular,

satellite, & other

telecommunications)

information Services and Data

Processing Services

514100 Information Services
{including news syndicates,
libraries, & on-line information
services)

514210 Data Processing Services

513300

Code

523210 Securities & Commodity

Exchanges

Other Financial Investment

Activities {inciuding portfolio

management & investment

advice)

Insurance Carriers and Related

Activities

524140 Direct Life, Health, & Medical
Insurance & Reinsurance
Carriers

524150 Direct Insurance &
Reinsurance (except Life,
Health & Medical) Carriers

524210 Insurance Agencies &
Brokerages

524290 Other Insurance Related
Activities

Funds, Trusts, and Other Financial

Vehicles

525100

523900

Insurance & Employee Benefit
Funds

Open-End Investment Funds
(Form 1120-RIC)

Trusts, Estates, & Agency
Accounts

Real Estate Investment Trusts
(Form 1120-REIT)

Other Financial Vehicles

525910
525920
525930
525990

plan merchandisers, &
coffee-break service
providers)

Transportation and

Warehousing

Air, Rail, and Water Transportation

481000 Air Transportation

482110 Rail Transportation

483000 Water Transportation

Truck Transportation

484110 General Freight Trucking,
Local

484120 General Freight Trucking,
Long-distance

484200 Specialized Freight Trucking

Transit and Ground Passenger

Transportation

485110 Urban Transit Systems

485210 Interurban & Rural Bus

Transportation

Taxi Service

Limousine Service

School & Employee Bus

Transportation

Charter Bus Industry

Other Transit & Ground

Passenger Transportation

Pipeline Transportation

486000 Pipeline Transportation

Scenic & Sightseeing Transportation

487000 Scenic & Sightsesing
Transportation

485310
485320
485410

485510
485990

Finance and Insurance

Depository Credit intermediation

522110 Commercial Banking

522120 Savings Institutions

522130 Credit Unions

522190 Other Depository Credit
Intermediation

Nondepository Credit Intermediation

522210 Credit Card Issuing

522220 Sales Financing

522291 Consumer Lending

522292 Real Estate Credit (including

mortgage bankers &

originators)

International Trade Financing

Secondary Market Financing

All Other Nondepository

Credit Intermediation

Activities Related to Credit

Intermediation

522300 Activities Related to Credit
Intermediation (including loan
brokers)

Securities, Commodity Contracts,

and Other Financial investments and

Related Activities

523110 Investment Banking &

Securities Dealing

Securities Brokerage

Commodity Contracts Dealing

Commodity Contracts

Brokerage

522293
522294
522298

523120
523130
523140

30

Real Estate and Rental and

Leasing

Real Estate

531110 Lessors of Residential

Buildings & Dwellings

Lessors of Nonresidential

Buildings (except

Miniwarehouses)

Lessors of Miniwarehouses &

Self-Storage Units

Lessors of Other Real Estate

Property

Offices of Real Estate Agents

& Brokers

Real Estate Property

Managers

Offices of Real Estate

Appraisers

Other Activities Related to

Real Estate

Rental and Leasing Services

532100 Automotive Equipment Rental

& Leasing

Consumer Electronics &

Appliances Rental

Formal Wear & Costume

Rental

Video Tape & Disc Rental

Other Consumer Goods

Rental

General Rental Centers

Commercial & Industrial

Machinery & Equipment

Rental & Leasing

Lessors of Nonfinancial Intangible

Aassets (except copyrighted works)

533110 Lessors of Nonfinancial
Intangible Assets (except
copyrighted works)

531120

531130
531190
531210
531310
531320
531390

532210
532220

532230
532290

532310
532400

Professional, Scientific, and

Technical Services

Legal Services

541110 Offices of Lawyers

541190 Other Legal Services

Accounting, Tax Preparation,

Bookkeeping, and Payroll Services

541211 Offices of Certified Public
Accountants

541213 Tax Preparation Services

541214 Payroll Services

541219 Other Accounting Services

Architectural, Engineering, and

Related Services

541310 Architectural Services

541320 Landscape Architecture
Services

Enginsering Services
Drafting Services

Building Inspection Services

541330
541340
541350

Page 11
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Code
541360 Geophysical Surveying &
Mapping Services
541370 Surve%ing & Mapping (except
Geophysical) Services
541380 Testing Laboratories
Specialized Design Services
541400 Specialized Design Services
{including interior, industrial,
graphic, & fashion design}
Computer Systems Design and
Related Services
541511 Custom Computer
Programming Services
Computer Systems Design
Services
Computer Facilities
Management Services
Other Computer Related
Services
Other Professional, Scientific, and
Technical Services
541600 Management, Scientific, &
Technical Consulting Services
Scientific Research &
Development Services
Advertising & Related
Services
Marketing Research & Public
Opinion Polling
Photographic Services
Translation & Interpretation
Services
Veterinary Services
All Other Professional,
Scientific, & Technical
Services

541512
541513
541519

541700
541800
541910

541920
541930

541940
541990

Code

561500 Travel Arrangement &

Reservation Services

Investigation & Security

Services

Exterminating & Pest Control

Services

Janitorial Services

Landscaping Services

Carpet & Upholstery Cleaning

Services

Other Services to Buildings &

Dwellings

Other Support Services

(including packaging &

labeling services, &

convention & trade show

organizers)

Waste Management and

Remediation Services

562000 Waste Management &
Remediation Services

561600
561710
561720
561730
561740
561790

561900

Code

Other Ambulatory Health Care

Services

621900 Other Ambulatory Health Care
Services (including
ambulance services & blood
& organ banks)

Hospitals

622000 Hospitals

Nursing and Residential Care

Facilities

623000 Nursing & Residential Care
Facilities

Social Assistance

624100 Individual & Family Services

624200 Community Food & Housing,

& Emergency & Other Relief

Services

Vocational Rehabilitation

Services

Child Day Care Services

624310
624410

Code

Food Services and Drinking Places

722110
722210
722300

722410

Full-Service Restaurants
Limited-Service Eating Places
Special Food Services
{including food service
contractors & caterers)
Drinking Places {Alcoholic
Beverages)

Educational Services

611000 Educational Services
(including schools, colleges, &
universities)

Management of Companies

(Holding Companies)

551111 Offices of Bank Holding
Companies

551112 Offices of Other Halding
Companies

Administrative and Support
and Waste Management and
Remediation Services
Administrative and Support Services
561110 Office Administrative Services
561210 Facilities Support Services
561300 Employment Services
561410 Document Preparation
Services
Telephone Call Centers
Business Service Centers
gnt:ludin%'l private mail centers
copy shops)
Collection Agencies
Credit Bureaus
Other Business Support
Services (includin
repossession services, court
reporting, & stenotype
services)

561420
561430

561440
561450
561480

Page 12
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Health Care and Social

Assistance

Offices of Physicians and Dentists

621111 Offices of Physicians {(except
mental health specialists)

621112 Offices of Physicians, Mental
Health Specialists

621210 Offices of Dentists

Offices of Other Health Practitioners

621310 Offices of Chiropractors

621320 Offices of Optometrists

621330 Offices of Mental Health

Practitioners (except

Physicians)

Offices of Physical,

Occupational & Speech

Therapists, & Audiologists

Offices of Podiatrists

Offices of All Other

Miscellaneous Health

Practitioners

Outpatient Care Centers

621410 Family Planning Centers

621420 Outpatient Mental Health &

Substance Abuse Centers

HMO Medical Centers

Kidney Dialysis Centers

Freestanding Ambulatory

Surgical & Emergency

Centers

All Other Outpatient Care

Centers

Medical and Diagnostic Laboratories

621510 Medical & Diagnostic
Laboratories

Home Health Care Services

621610 Home Health Care Services

621340

621391
621399

621491
621492
621493

621498

Arts, Entertainment, and

Recreation

Performing Arts, Spectator Sports,

and Related Industries

711100 Performing Arts Companies

711210 Spectator Sports (including

sports clubs & racetracks)

Promoters of Performing Arts,

Sports, & Similar Events

Agents & Managers for

Artists, Athletes, Entertainers,

& Other Public Figures

Independent Artists, Writers,

& Performers

Museums, Historical Sites, and

Similar Institutions

712100 Museums, Historical Sites, &
Similar Institutions

Amusement, Gambling, and

Recreation Industries

713100 Amusement Parks & Arcades

713200 Gambiling Industries

713900 Other Amusement &
Recreation industries
{including golf courses, skiing
facilities, marinas, fitness
centers, & bowling centers)

711300
711410

711510

Accommodation and Food

Services

Accommodation

721110 Hotels Sexcept casino hotels)
& Motels

Casino Hotels

Bed & Breakfast inns

All Other Traveler

Accommodation

RV (Recreational Vehicle)

Parks & Recreational Camps

Rooming & Boarding Houses

721120
721191
721199
721210

721310

31

Other Services
Repair and Maintenance

811110

811120

811190

811210

811310

811410

811420
811430
811490

Automotive Mechanical &

Electrical Repair &

Maintenance

Automotive Body, Paint,

Interior, & Glass Repair

Other Automnotive Repair &

Maintenance (including oil

change & lubrication shops &

car washes)

Electronic & Precision

Equipment Repair &

Maintenance

Commercial & Industrial

Machinery & Equipment

&except Automotive &
lectronic) Repair &

Maintenance

Home & Garden Equipment &

Appliance Repair &

Maintenance

Reupholstery & Furniture

Repair

Footwear & Leather Goods

Repair

Other Personal & Household

Goods Repair & Maintenance

Personal and Laundry Services

812111
812112
812113
812190

812210

812220
812310

812320
812330
812910
812920

812930
812980

Barber Shops

Beauty Salons

Nail Salons

Other Personal Care Services
(including diet & weight
reducing centers)

Funeral Homes & Funeral
Services

Cemeteries & Crematories
Coin-Operated Laundries &
Drycleaners

Drycleaning & Laundry
Services (except
Coin-Operated

Linen & Uniform Supply

Pet Care (except Veterinary)
Services

Photofinishing

Parking Lots & Garages

All Other Personal Services

Religious, Grantmaking, Civic,
Professional, and Similar
Organizations

813000

Religious, Grantmaking, Civic,
Professional, & Similiar
Organizations
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Foundations Status of Certain Asociacion de Salud Rural, Chicago, IL West Shore Gymnastics Parents Assoc.,

Organizations Brookline Housing Corporation, Holland, Ml
Brookline, MA If an organization listed above submits
Announcement 98-94 Chicago Law Foundation, The, information that warrants the renewal of

The following organizations have Chicago, IL its classification as a public charity or as a
failed to establish or have been unable tgominican Family Institute, Inc., New  private operating foundation, the Internal
maintain their status as public charities or YOrk, NY Revenue Service will issue a ruling or de-
as operating foundations. Accordingly,DomOV Corporation, The, Ganado, TX termlnatlon letter Wlth. the revised classifi-
grantors and contributors may not, aftefilm Project for Womens History and  cation as to foundation status. Grantors
this date, rely on previous rulings or des- Future, The, Chicago, IL and contributors may thereafter rely upon

ignations in the Cumulative List of Orga-Inner Strength Ministry, Jackson, Ml such ruling or determination letter as pro-
nizations (Publication 78), or on the preKind Foundation Inc., Sterling, NJ vided in section 1.509(a)-7 of the Income
sumption arising from the filing of Pacific Asia Council of Indigenous Tax Reg_ulatlons. It is not the pra}ctlce of
notices under section 508(b) of the Code. Peoples — Hawaii, Waianae, HI the Service to announce such revised clas-
This listing doesiotindicate that the or- Pathfinders for Positive Parenting and sification of foundat.lon status in the Inter-
ganizations have lost their status as orga- Nurturing of the Black Family, nal Revenue Bulletin.

nizations described in section 501(c)(3), Birmingham, AL

eligible to receive deductible contribu-Pro SE Today, Inc., Oshkosh, Wi

tions. Runestone Museum Foundation,
Former Public CharitiesThe following ~ Alexandria, MN

organizations (which have been treated d$/esday Morning Inc., Brookfield, IL

organizations that are not private foundaJtah Quilt Heritage Corporation, Draper,

tions described in section 509(a) of the UT

Code) are now classified as private foundadictims Have Rights Too, Inc., Atlanta,

tions: GA
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Announcement of the Disbarment and Suspension of Attorneys, Certified
Public Accountants, Enrolled Agents, and Enrolled Actuaries From
Practice Before the Internal Revenue Service

Under 330, Title 31 of the Uniteding, accepting assistance from, being emannouncement will appear in the weekly
States Code, the Secretary of the Tregloyed by, or sharing fees with, any practiBulletin at the earliest practicable date
sury, after due notice and opportunity fotioner disbarred or suspended from praafter such action and will continue to ap-
hearing, is authorized to suspend or digice before the Internal Revenue Service. pear in the weekly Bulletins for five suc-
bar from practice before the Internal Rev- To enable attorneys, certified public aceessive weeks or for as many weeks as is
enue Service any person who has viccountants, enrolled agents, and enrollepracticable for each attorney, certified
lated the rules and regulations governingctuaries to identify such disbarred or sugpublic accountant, enrolled agent, or en-
the recognition of attorneys, certifiedpended practitioners, the Directorolled actuary so suspended or disbarred
public accountants, enrolled agents, oof Practice will announce in the Internaland will be consolidated and published in
enrolled actuaries to practice before thRevenue Bulletin the names and adthe Cumulative Bulletin.

Internal Revenue Service. dresses of practitioners who have been After due notice and opportunity for

Attorneys, certified public accountantssuspended from such practice, their desidrearing before an administrative law
enrolled agents, and enrolled actuaries aration as attorney, certified public acjudge, the following individuals have
prohibited in any Internal Revenue Serviceountant, enrolled agent, or enrolled actubeen disbarred from further practice be-
matter from directly or indirectly employ- ary, and date or period of suspension. Thiere the Internal Revenue Service:

Name Address Designation Effective Date
Galt, Edward G. Monterey, CA CPA October 25, 1997
Lopez, Andrew L. Albuquerque, NM CPA December 11, 1997
Branch, Jimmie L. Jacksonville, FL CPA January 15, 1998
Harrison, Rebecca A. Carmichael, CA Enrolled Agent March 4, 1998
Mayer, Robert J. Wexford, PA CPA June 4, 1998
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Announcement of the Expedited Suspension of Attorneys, Certified Public
Accountants, Enrolled Agents, and Enrolled Actuaries From Practice
Before the Internal Revenue Service

Under title 31 of the Code of Federaprohibited in any Internal Revenue Serviceolled agent, or enrolled actuary, and date
Regulations, section 10.76, the Directomatter from directly or indirectly employ- or period of suspension. This announce-
of Practice is authorized to immediatelying, accepting assistance from, being enment will appear in the weekly Bulletin at
suspend from practice before the Internglloyed by, or sharing fees with, any practithe earliest practicable date after such ac-
Revenue Service any practitioner whotioner disbarred or suspended from practidgon and will continue to appear in the
within five years from the date the expebefore the Internal Revenue Service. weekly Bulletins for five successive weeks
dited proceeding is instituted, (1) has had To enable attorneys, certified public acer for as many weeks as is practicable for
a license to practice as an attorney, certtountants, enrolled agents, and enrolled aeach attorney, certified public accountant,
fied public accountant, or actuary sustuaries to identify practitioners under expeenrolled agent, or enrolled actuary so sus-
pended or revoked for cause; or (2) hadited suspension from practice before thpended and will be consolidated and pub-
been convicted of any crime under title 2nternal Revenue Service, the Director ofished in the Cumulative Bulletin.
of the United States Code or, of a felonyractice will announce in the Internal Rev- The following individuals have been
under title 18 of the United States Codenue Bulletin the names and addresses piaced under suspension from practice be-
involving dishonesty or breach of trust. practitioners who have been suspendddre the Internal Revenue Service by virtue

Attorneys, certified public accountantsfrom such practice, their designation as atf the expedited proceeding provisions of
enrolled agents, and enrolled actuaries aterney, certified public accountant, enthe applicable regulations:

Name Address Designation Date of Suspension

Clark, Sheila Houston, TX CPA Indefinite from April 21, 1998
Kimes, Larry W. Austin, TX Attorney Indefinite from May 5, 1998
Braiteman, Sheldon Baltimore, MD Attorney Indefinite from June 5, 1998
Pollack, Michael Guttenberg, NJ Attorney Indefinite from June 11, 1998
Eichenbaum, Irving Huntingdon Valley, PA CPA Indefinite from August 4, 1998
Corley, Francis R. Irmo, SC CPA Indefinite from August 4, 1998
Scott, Richard Lincoln, NE Attorney Indefinite from August 4, 1998
Wilson, Douglas D. Roanoke, VA Attorney Indefinite from August 4, 1998
Watkins, Brian R. Lincoln, NE Attorney Indefinite

Congdon Jr., Byron E. San Bernadino, CA Attorney Indefinite from August 4, 1998
Abrams, Robert Elmsford, NY CPA Indefinite from August 4, 1998
Robinson, Doane Rapid City, SD CPA Indefinite from August 4, 1998
Szarwark, Ernest Nashville, TN Attorney Indefinite from August 4, 1998
Roberts, Mark Norman, OK CPA Indefinite from August 4, 1998
Wood, Randall K. Springfield, MO Attorney Indefinite from August 5, 1998
Chappell, Ronald L. Antelope, CA CPA Indefinite from August 12, 1998
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Announcement of the Consent Voluntary Suspension of Attorneys,
Certified Public Accountants, Enrolled Agents, and Enrolled Actuaries
From Practice Before the Internal Revenue Service

Under 31 Code of Federal Regulationsyice matter from directly or indirectly em- countant, enrolled agent, or enrolled actu-
Part 10, an attorney, certified public acploying, accepting assistance from, beingry, and date or period of suspension. This
countant, enrolled agent, or enrolled acemployed by, or sharing fees with anyannouncement will appear in the weekly
tuary, in order to avoid the institution orpractitioner disbarred or suspended frorBulletin at the earliest practicable date
conclusion of a proceeding for his disbarpractice before the Internal Revenue Seafter such action and will continue to ap-
ment or suspension from practice beforeice. pear in the weekly Bulletins for five suc-
the Internal Revenue Service, may offer To enable attorneys, certified public aceessive weeks or for as many weeks as is
his consent to suspension from such praceuntants, enrolled agents, and enrollegracticable for each attorney, certified
tice. The Director of Practice, in his dis-actuaries to identify practitioners undepublic accountant, enrolled agent, or en-
cretion, may suspend an attorney, certiconsent suspension from practice before tmelled actuary so suspended and will be
fied public accountant, enrolled agent, ointernal Revenue Service, the Directoconsolidated and published in the Cumu-
enrolled actuary in accordance with thef Practice will announce in the Internalative Bulletin.
consent offered. Revenue Bulletin the names and ad- The following individuals have been

Attorneys, certified public accountantsdresses of practitioners who have beeplaced under consent suspension from
enrolled agents, and enrolled actuaries aseispended from such practice, their desigractice before the Internal Revenue Ser-
prohibited in any Internal Revenue Sernation as attorney, certified public acvice:

Name Address Designation Date of Suspension

Makula, John G. Park Ridge, IL CPA April 1, 1998 to March 31, 2003
Slomski, Michael Gross Pointe Woods, Ml CPA April 1, 1998 to March 31, 2001
Bozeman Jr., T. Alvin Sylvester, GA CPA May 22, 1998 to November 21, 1999
Parness, Richard A. Westfield, NJ CPA June 1, 1998 to December 31, 1998
Register, Billy Havana, FL CPA Indefinite from July 10, 1998

Cooper, Michael E. Edina, MN CPA August 19, 1998 to February 18, 1999
Minello, Michael J. Clarks Summit, PA CPA August 28, 1998 to April 27, 2001
Holden, William W. Fairfield, CT CPA September 1, 1998 to March 31, 1999
Freeman, Samuel Bedford, NH CPA September 1, 1998 to August 31, 1999
Anders, Kevin Williamport, MD CPA September 1, 1998 to August 31, 2001
Breed, Robert M. Concord, MA CPA September 1, 1998 to February 28, 2001
Sandirk, Paula Brooks Chehalis, WA CPA November 1, 1998 to April 30, 2000
Neuhaus Jr., George Brewster, NY CPA November 1, 1998 to April 30, 2000

1998-43 |.R.B. 35 October 26, 1998



Definition of Terms

Revenue rulings and revenue procedurgdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) that modified because it corrects a publishedubstance of a prior ruling, a combination
have an effect on previous rulings use thgosition. (Compare wittamplifiedand of terms is used. For examplaodified
following defined terms to describe thelarified, above). and supersedediescribes a situation
effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered deterlished ruling is being changed in part and
no change is being made in a prior pulminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the suimodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancesosition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in ¢ghe new ruling does nothing more than reseveral times, a new ruling may be pub-
prior ruling is being changed. state the substance and situation of a prished that includes the list in the original
Distinguisheddescribes a situationviously published ruling (or rulings). ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undell prior rulings in the series.
published ruling and points out an esserithe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulations. The term is also usedwill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singleaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but nothat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

E.O—Executive Order. PHC—Personal Holding Company.

Ab b revi atl ons ER—Employer. PO—Possession of the U.S.

The following abbreviations in current use and for-gr|sA—Employee Retirement Income Security Act. PR—Partner.

merly used will appear in material published in theEX—Executor. PRS—Partnership.

Bulletin.

B F—Fiduciary. PTE—Prohibited Transaction Exemption.
A—Inleldu.aI. FC—Foreign Country. Pub. L—Public Law.
Acq.—fkngescence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
B—Inleldu'a'I. FISG—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
BE—Beneficiary. FPH—Foreign Personal Holding Company. Rev. Ruk—Revenue Ruling.
:ﬁ;‘i‘;ﬁérd of Tax Appeals. F.R—Federal Register. S—Subsidiary.

C —individual. FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedral Rules.

C.B—Cumulative Bulletin.
CFR—Code of Federal Regulations.
Cl—City.

COOPR—Cooperative.

Ct.D—Court Decision.

CY—County.

D—Decedent.

DC—Dummy Corporation.
DE—Donee.

Del. Order—Delegation Order.

DISG—Domestic International Sales Corporation.

DR—Donor.
E—Estate.
EE—Employee.
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FX—Foreign Corporation.

G.C.M—Chief Counsel's Memorandum.

GE—Grantee.

GP—General Partner.
GR—Grantor.
IC—Insurance Company.
I.R.B—Internal Revenue Bulletin.
LE—Lessee.

LP—Limited Partner.
LR—Lessor.

M—Minor.
Nonacg—Nonacquiescence.
O—Organization.

P—Parent Corporation.

36

Stat—Statutes at Large.
T—Target Corporation.
T.C—Tax Court.
T.D—Treasury Decision.
TFE—Transferee.
TFR—Transferor.
T.I.R—Technical Information Release.
TP—Taxpayer.

TR—Trust.

TT—Trustee.

U.S.C—United States Code.
X—Corporation.
Y—Corporation.
Z—Corporation.
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